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Executive  Summary 


INTRODUCTION.  In  response  to  the  Director's  question  concerning  the  need  for  n 
backorder  review,  the  Office  of  the  Assistant  Director  for  Plans,  Policies  and 
Programs  (DLA-Lj  proposed  in  a  memorandum  to  the  Director  that  a  backorder 
review  be  iuit'ited  to  improve  the  Agency's  backorder  position.  The  Director 
agreed  and  the  Operations  Research  and  Economic  Analysis  Office  (DLA-LO)  was 
tasked  to  perf  )rm  the  review.  A  review  team  was  formed  and  conducted  the 
review  using  a  three-prong  approach  of  a  literature  search,  Interviews,  and 
data  analysis. 

BACKORDERS  AS  A  MEASURE  OF  PERFORMANCE.  A  backorder  is  any  customer  demand 
which  cannot  be  immediately  satisfied  from  on-hand  stock.  Traditionally, 
backorders  have  been  a  primary  measure  of  performance  of  supply  organizations. 
However,  as  DLA's  primary  measure  of  performance,  backorders  have  a  number  of 
shortcomings  and  the  chief  one  being  that  it  does  not  directly  link  wholesale 
supply  performance  to  military  readiness.  This  shortcoming  could  be  diminished 
if  dl,a  replaced  its  single  backorder  goal  with  a  series  of  backorder  goals 
based  on  weapons  systems  support. 

CAUSES  0K_ BACKORDERS .  The  leading  causes  of  backorders  are  unforecasted 
demand,  delinquent,  deliveries,  extended  leadtlmes,  contracting  difficulties, 
inventory  loss,  anu  logistics  transfer.  Based  on  the  data  source,  these 
causes  accounted  for  B'>  to  100  percent  of  the  backorders.  Although  the  causes 
for  backorders  rank  differently  among  DLA's  inventory  control  points  (ICPs)  , 
the  number  one  cause  appears  to  be  unforecasted  demands.  (See  Table  1,  page  A) 

STATISTICS.  Overall  statistics  Indicate  that  an  TCP's  percent  of  the  total  DLA 
backorders  corresponds  to  Lts  percent  of  the  total  demand  frequency. 
Accordingly,  the  Defense  Industrial  Supply  Center  (DTSC)  has  the  largest  number 
of  backorders  while  the  Medical  commodity  at  the  Defense  Personnel  Support 
Center  (Di’SC)  ha 3  the  smallest.  Within  an  TCP,  items  with  the  highest  demand 

f  requeue  ,*  ■  i  dollar  value  of  annual  demand  have  the  highest  number  of 

backorders .  Th ! could  be  attributed  to  unf  orecasted  demand  or  late  receipt  of 
:;ia!  eri  e)  ;  the  former  where  an  unexpected  surge  in  demand  causes  a  low  demand 
item  to  become  a  high  demand  item  with  a  large  number  of  backorders  and  the 

1. tt t<i  who  o  a  delinquent  delivery  or  extended  lead  time  results  in  a  greater 

number  of  !>;?..'«  »  I  •  •  r  j  in  the  case  of  a  high  demand  item  than  t  low  demand  item. 

WAYS  TO  REDUCE  BACKORDERS  •  In  seeking  wavs  to  reduce  backorders ,  the  review 

team  exam l nod  demand  forecasting,  late  receipt  of  materiel,  investment, 

stockage  policy  rules,  depot  operations,  contract  administration,  backorder 
management,  rid  item  management.  Under  demand  forecasting,  the  team  looked  at 
imp  -  •  •  n»*  'C., \  's  formas:  lug  technique,  use  of  program  data,  demand  variance, 

item  g.  aiip  I  tig,  •;  :nl  roi  s  on  adjusting  forecasts,  communication  with  prime 
us! 'oners  ,  and  customer  research.  Under  late  receipt  of  materiel,  the  team 

investigated  treads  in  admi nist  rat Ive  leadtlmes  (ALTs)  and  production 
leadtimes  (Phis'  ,  how  lead*  itnes  ace  computed,  and  reducing  delinquent 
deliveries.  ''sier-  the  other  topics,  the  team  considered  procurement  cycles, 
sa'e'v  1  ov  •  ro\  i  r-  i  ■  a  i  eg/ new  i  t  em  procedures,  budget  restrictions,  market 

research  an  r  'xn  a  r  .•  ■  :  materiel  management,  and  a  number  of  other  subjects. 


In  each  of  Che  subjects,  the  review  team  examined  current  procedures  and  ways 
to  improve  those  procedures.  To  accomplish  this,  the  team  relied  on 
information  collected  in  its  interviews  and  literature  search  as  well  as  its 
own  knowledge  of  the  subjects. 

RECOMMENDATIONS .  The  review  team  compiled  the  following  list  of 
recommendations  for  reducing  backorders: 

1.  DLA  should  improve  its  demand  forecasting  by  expanding  its  current 
forecasting  study  and  by  developing  a  customer  research  capability. 

2.  DLA  should  initiate  action  to  stop  or  reverse  the  upward  trend  in  ALT. 

3.  DLA  should  develop  more  accurate  estimates  of  PLTs  through  market 
resea  rch . 

4.  DLA  should  continue  to  find  ways  to  reduce  delinquent  deliveries  and 
consider  how  delinquencies  can  be  included  in  the  computation  of  requirements 
levels . 

3.  DLA  should  improve  its  stockag  ■  policy  rules  by  developing  different 
sets  of  rules  for  different  categories  of  items  and  by  considering  the  dynamic 
nature  of  items  in  all  of  its  n>ies. 

6.  DLA  ICPs  should  develop  budget  execution  plans,  supported  by 
analytical  models,  which  measure  performance  impacts  of  alternative  budget 
execution  schemes. 

7.  DLA  should  continue  to  develop  depot  procedures  for  releasing 
backorders  faster  and  should  consider  expanding  the  procedures  to  include 
potential  backorder  items. 

8.  DLA  should  use  cent ract  administrators  to  identify  potential  tardy 
contractors  and  to  emphasize  to  contractors  the  need  for  prompt  or  accelerated 
delivery  of  materiel  for  items  on  backorder. 

9.  DLA  should  expand  its  current  management  information  systems  for 
backorders  to  include  information  on  causes  of  backorders  in  order  to  highlight 
problem  areas. 

10.  D(  A  should  sei  difleree.t  backorder  goals  for  different  categories  of 
items  in  order  to  increase  its  weapons  systems  support  anti  should  set  goals 
above  funded  limits  only  when  there  is  a  reasonable  expectat ion  of  improvement. 
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Report  or  Backorder  Review 


I.  INTRODUCTION 


A.  ObjecLive.  To  review  causes  for  backorders  In  order  to  recommend 

ways  that  DLA  can  improve  its  backorder  position. 

B.  Bad-  ground .  On  9  July  1981,  the  Director,  DLA,  asked  DLA-L  if  it 
would  be  productive  to  have  the  Headquarters'  operations  research  staff  review 
the  causes  of  backorders.  DLA-L  felt  that  a  backorder  review  would  be 
prixiuctive  and  proposed  to  the  Director,  that  a  backorder  review  be  initiated 
to  improve  the  Agency's  backorder  position.  The  Director  agreed  and  tasked  the 
Supply  Operations  Directorate  (DLA-O)  and  DLA-L  with  conducting  the  review. 
DLA-L  tasked  DLA-LO  to  perform  DLA-L's  part  of  the  review.  At  subsequent 
meetings  between  DLA-O  and  DLA-LO  personnel,  DLA-0  proposed  to  update  a  1980 
backorder  analysis  it  conducted  and  present  it  to  the  Director  and  also  agreed 
to  an  independent  DLA-LO  review  which  would  address  short  and  long  term  aspects 
of  DLA's  backorder  problem.  This  report  documents  the  findings  of  the  DLA-LO 
t  ev iew . 


C.  Scope.  The  scope  of  the  review  was  broad.  It  considered  topics 
covering  several  functional  areas  (e.g.,  contracting,  supply  operations, 
technical.  ope  rat  ions.  Automated  Data  Processing  ( ADR )  systems).  Information 
collected  for  the  review  came  from  Headquarters  and  ICP  levels  and  was 
extracted  from  exist  log  or  new  reports.  Subsistence  and  fuels  were  not  a  part 
of  this  review. 

D.  Approach. 


i.  Review  Team.  The  general  approach  was  first  to  identify  the 

causes  of  hackorders  and  then  to  identify  ways  to  reduce  their  impacts.  To 

accomplish  this,  1)T  A -1,0  formed  a  review  team.  That  team  relied  on  a  three- 
prong  approach  to  conduct  its  review;  namely,  a  literature  search,  interviews, 
and  data  analysis.  in  what  follows,  each  of  these  prongs  is  described  in 
greater  detail.  the  thrust  of  the  approach  wa-  to  take  the  greatest  advantage 
of  past  and  present  backorder  analyses  to  produce  a  list  of  recommendations  for 
reducing  backorders .  The  review  team  had  hoped  to  put  a  price  tag  on  each  of 
its  re  -'tamendut  i  oris  but  i  he  two-mon;  !i  t  I  me  f  rune  for  the  review  was  inadequate 
to  develop  cost  information. 

I .  Lite  rat  lire  Search  .  The  1  i  ter  at  ure  search  w.i  aimed  at  compiling 

a  compendium  >f  bad  order  studies  and  a  summary  of  their  findings.  The 

compendium  deludes  past  and  present  ill.  A  backorder  analyses  plus  backorder 
anal  y  ses  .-undue;  r.]  by  other  Pol)  Lonponent  s  and  by  other  organizations  managing 
1  re*-  i  av  •-  c  i  r  I  •  •  ,  ih  ;■  Defense  Technical  1  rrf  orm.r  i  ui  '’enter  (DTIC.'i,  the 

Do  ;  -.»>g  i  s  ’  It::  •  u-i  I  e«  I  of  onnui  I  up.  i  ...-hangr  (  PL;-  Id;  ,  uuiera  1  Accounting 

Of  f  i  e  •'  .  V  > !■ ,  a  id  Department  •(  -.in'  Interior  D'd  A  were  sources  of 

bibliographic;  n.ti  l-  -'rde  r  a.  in  l  yse  ■;/ st  u!  1  cs  in  addition  to  DLA  and  DoD  study 
organ  I  7  a  i  t  one. .  Append  ix  T  Is  the  results  of  the  team's  literature  search  • 
That  appendix  could  serve  as  a  source  of  information  for  future  work  in  1  he 
a  re, i  c.t  a,.  ■  ’ .  r  -•  . 

< .  !  nf  erviews  .  T  n  t  e  -*v  i  “ws  with  T  ;*  i  nc  I  pa  !  staff  Llements  (PSRs)  and 

I  CPs  w<* ,  <  ->  imed  rf  .  om-  1  !  !  ng  i  st  s  ur :  a'  <  atises  >r  h.ekordets;  ( b)  dal  a 


sources  on  backorders;  (c)  ideas  for  improving  DLA's  backorder  position;  and 
(d)  alternatives  for  managing  backorders.  These  interviews  were  structured; 
L.e.,  they  were  directed  at  obtaining  answers  to  specific  questions. 
Appendices  A  through  F  document  the  interviews. 

4.  Data  Analysis.  Data  analysis  focused  on  developing  a  profile  of 
items  with  backorders  and  at  quantifying  relationships  between  causal  variables 
and  backorders.  Information  sources  included  existing  reports  or  new  reports 
compiled  from  Dl.A  data  files. 

1 1  .  CAUSES  0_F  BACKORDERS 

A.  Definition  of  a  Backorder.  A  backorder  is  any  customer  demand  which 
cannot  be  Immediately  satisfied  from  on-hand  stock.  Tt  is  also  referred  to  as 
a  materiel  obligation  or  a  due-out  or  delayed  Issue.  In  DLA ,  two  types  of 
backorders  exist  and  are  termed  BB  and  BV  after  their  associated  status  codes. 
BB  backorders  are  backorders  which  are  placed  in  a  hold  status  awaiting  receipt 
of  materiel  on  order.  BV  backorders  are  backorders  which  are  forwarded  to  the 
Contracting  directorate  where  direct  vendor  deliveries  (DVDs)  are  awarded  to 
satisfy  them.  (The  BV  backorders  can  be  on  stocked  and  nonstocked  items.  The 
BB  backorders  are  normally  on  stocked  items  but:  can  occur  on  nonstocked  items 
if  due-ins  exist.)  For  the  most  part,  the  information  which  the  review  team 
obtained  was  on  BB  backorders. 

1.  Definitional  Problems.  In  defining  a  backorder,  the  following 
issues  arose: 


a.  Should  item  stockage  classification  determine  what  Is  or 
what  is  not  a  backorder?  A  backorder  against  an  Item  classified  nonstocked  is 
treated  as  a  BV  backorder  and  is  not  counted  as  a  backorder  for  purposes  of 
computing  ICP  supply  availability.  if  the  same  item  was  classified  stocked, 
the  backorder  would  be  counted  . 

b.  Should  the  customer's  Identity  determine  if  an  unsatisfied 
demand  is  or  is  not  a  backorder?  For  example,  a  foreign  military  sale  ( FMS ) 
which  is  backordered  is  not  counted  until  330  days  have  elapsed.  (An  FMS 
backorder  is  counted  before  330  days  under  the  statistic  "NS Ns  with 
Backorders . ” ) 

d.  Backorders  as  a  Measure  ot  Performance.  The  purpose  of  inventory 
is  to  satisfy  customer  demand.  Consequently ,  i  n  Inventory  control  theory, 
unsatisfied  demand  or  backordt  rs  ire  negative  indicators  or  performance. 
Supply  availability  is  defined  as  the  number  of  unsatisfied  demands/ backorders 
against  the  net  stocked  requisitions  received  during  a  specified  time  period. 
Throughout  the  history  of  Dl.A  and  oilier  DoD  supply  organisations,  supply 
availability  has  been  the  primary  measure  of  ICP  ne rl ormance .  hornet iffies  it  is 
referred  to  as  stock  availability  or  supply  materiel  availability;  but  it  has 
always  been  the  measure  of  the  number  of  backorders  against  the  total  number  of 
customer  demands.  However,  as  the  primary  measure  of  id?  performance,  the 
number  of  barker  let  s  has  i he. sc  shortcomings: 

a  .  r  t  does  not  direct  !y  i  Ink  wholesale  simply  performance  to 
military  readiness.  \n  overall  availability  of  00  percent  is  only  a  general 
feel  for  an  TCP 'a  rbi!i;y  in  re-.porv  !  •  «  us  r  -mt  tt  d  maid.  :t.  does  not  reflect 


any  relationships  which  customer  demands  may  have  on  military  readiness. 
Specifically,  a  backorder  on  a  weapons  systems  item  is  counted  the  same  as  a 
backorder  on  a  nonweapons  systems  item;  emergency  demands  count  the  same  as 
routine  demands.  Hits  shortcoming  could  he  diminished  il  DLA  replaced  its 
single  backorder  goal  for  all  items  with  a  series  of  backorder  goals  based  on 
weapons  systems  support. 

b  It  does  not  span  all  aspects  of  supply  performance.  The 
number  of  back;  rders  established  is  different  from  the  number  of  backorders 
outstanding  (or,  hand)  which  in  turn  is  different  from  the  average  time  to  fill 
a  backorder.  All  of  these  are  important  measures  of  backorder  and  supply 
performance.  A  customer  whose  demand  is  backordered  is  not  interested  i. 
other  customers'  demands  which  are  satisfied  hut  is  interested  in  when  hi 
demand  will  be  satisfied.  This  is  particularly  true  if  the  demand  is  for 
repair  part  needed  to  resolve  a  not  mission  capable  supply  (NMCS)  situation 
The  hoP  S lockage  Policy  Analysis  Report  of  August  I960  considered  response  ttm 
or  average  time  to  Mil  a  requisition  as  "the  most  appropriate  measure  o 
supply  performance  relative  to  inventory  investment."  That  measure  is 
weighted  average  of  the  TCP  time  to  satisfy  immediately  filled  requisitions  and 
the  It  i '  t  i me  to  satisfy  backordered  requisitions. 

-  .  !<■  nay  overstate  sup  pi  y  re  rf  >.  ntv.p.'o  since-  it:  gives  no 

indication  of  the  quality  of  the  items  which  are  issued.  Filling  a  demand  with 
the  wrong  item  or  with  defective  or  damaged  stock  may  avoid  a  backorder  but  it 
does  not.  satisfy  the  customer's  demand. 

d.  It  may  understate  supply  performance  since  it  considers 

partial  issues  as  backorders.  A  partial  issue  may  satisfy  a  customer's 
immediate  need  until  the  backordered  portion  is  delivered. 

e.  It  may  overstate  supply  performance  as  It  does  not  account 

for  fill-or-kill  requisitions. 

f.  it  does  not  reflect  aspects  of  ICP  performance  which  are  not 

supply  re’  ;<ed.  For  -'camplr,  in  seeking  to  award  a  cont  ract  to  small  business, 
t  he  ho  "•  r  may  «--.».•<  Ai.T  which  in  t  -mi  causes  backorders .  In  this  case, 

contract  ing's  measure  of  small  business  participation  if-  positively  increased 

while  .in-  bn-korier  measure  is  negatively  increased .  'If  course ,  backorders  do 
c.  o  s  i  «.  '  ;  r  »->••'  *  with  small  business  awards  -'r  with  any  other  actions  where 
non-.up,.  i  .  -ensure!,  .ire  being  improved.  The  point  is,  that  it  can  happen  if 
each  i  i  re-  '  irate  pursu-.  s  i  l  s  g  oals  with  no  way  of  assessing  how  its  actions 
impact  on  backorders. 

A.  hi  si  if  Canoes .  Upon  Initiating  the  search  for  information  on  causes 
of  h.,.-k  it'eis  I  n  I'i.A ,  the  review  >  earn  ’"mind  that,  a  1  though  management: 
itil  -iriiaf  i  :  ■  .  /is!  in  1)1. A  which  count  ovi  :  r  id  h  i.T-or  iers ,  none  o! 

*  he:u-  inf  • -  1  •  .  ;f  •-  ;  brea.  t,ut  tie’  ;  ,t  a  spool*  ■■  ”>  -a  .  Tiw-'V  c  r  , 

si  !’-e  >i.it  - ,  •  r  i  re  i  ci  imu  y  measure  of  'h  pe  rf.ir.ra  ,  :  and  the  ;  ■’!’.« 

'nave  'liiii-u  t  ,  -?  in-;u’r-;us  backorder  studies.  i'ue  r«  iew  t  -  a  .  vis  able  to  ey.t  r.ict 
the  required  -of  >  t— n  at  i  vi  from  these  studio;  . 

ihie  '.  i’a-i-i  -  of  ",  li  birli’ts.  cii-wi”,'  table  lists  causes 

ot  bicker  t.  i  ■:  (■■'!  racie!  f  rom  various  HI.  A  ha  'k  order  studies. 


Table  1  . 


Causes  of  Backorders 


Percent  of  Backorders 


DI.A-0 

DGSC 

DPSC-T 

DPSC-A 

DISC 

DESC 

DCSC 

Cause 

( 1 i nes ) 

( N  S  N  s ) 

(lines) 

(lines) 

(lines) 

(NSNs ) 

( lines ) 

Unf orecasted  Demand 

2  6 

1  7.0 

73.4 

29.7 

40 

66.1 

15.7 

Delinquent  Deliveries 

17 

34. 5 

13.1 

32 .2 

22 

9.3 

13.7 

F.xtended  T.  end  times 

1  7 

24.5 

12 

6.2 

9.3 

Contracting  Difficulties 

n 

5.5 

l  a .  i 

5 

2.4 

15.8 

Inventory  T.oss 

12 

6.0 

O 

5.1 

6.3 

Formerly  Managed  Nonstock 

i 

3.0 

5.2 

l.ogistics  Transfer 

2  .  3 

l 

10. 1 

Ot  her 

3 

8.0 

11.3 

18 

.8 

No  Cause  Provided 

34.0 

2.  Sources  for  Table  Information.  In  reviewing  the  causes  of  the 
backorders,  the  source  of  data  Is  important.  Causes  may  be  different  depending 
on  if  the  source  for  us  e--'  on  reasons  backorders  are  established  or  on  reasons 
backorders  remain  on  file.  The  above  data  was  collected  from  the  following 
sources : 

DLA-O:  "Backorders:  Trends  an1  Current  Status,"  was  a  handout  which 
was  presented  to  the  Director  on  2  September  1981.  The  percentages  reflect  a 
collation  of  data  from  a  sample  from  each  hardware  Center.  They  relate  to  the 
number  of  backorder  lines  outstanding. 

DGSC:  "Top  200  B/0  Reason  Survey  (July  1981),"  produced  by  the  Supplv 
Operations  personnel,  covers  only  the  top  200  backordered  items  with  the  most 
backorder  lines. 

OPSC-T :  "Special  Review  vf  Materiel  Obligations  (.March  1981),"  covers 
the  reasons  for  the  lines  on  backorder  through  the  end  of  February  1981. 

DPSC-A:  "Monthly  Analysis  of  the  Causes  of  Materiel  Obligations 

(1  August  1981),"  covers  the  reasons  for  the  lines  on  backorder  through  the 
end  of  July  1 98!  . 

DISC:  Quarterly  backorder  studies  take  the  latest  month  values  on 

backorder  lines  established  and  determines  why  those  backoiders  were 
establ i shod .  The  chart  reflects  an  average  from  the  five  1  a  tost  studies. 

DKSC:  The  response  to  a  t'l.A-OSM  message .  12  December  1980,  used 

figures  com  erni  ng  the  number  of  NS  Ms  on  hack  order  as  of  10  November  1980.  Two 
prior  studies  provided  t  he  f  oonda!  ion  tor  t  hat  response :  "The  Report  ol  the 
Backorder  Study  'roup"  and  "Thc  Study  o"  VS  Ns  in  t  he  lop  100  Ba’krrder 
Posit i ons . ” 

DC SC:  " Back order  Analysis  (Marsh  198!'."  was  performed  by  a  Supply 
Operations  study  group.  A  .sample  ol  80O  N.SNs  was  use  i  t''  determine  the  causes 
of  backorders. 


.  Fxp  la  nation  of  Causes. 


1.  Unforecasted  Demand.  Many  backorders  are  caused  because  DI.A's 
forecasting  technique  is  not  able  to  keep  up  with  unexpected  surges  in 
demand  for  an  item.  Consequently,  if  there  is  not  sufficient  stock  on  hand  to 
cover  the  surge  or  if  stock  on  hand  is  deleted  to  a  point  below  which  it  can 
meet  expected  demand,  backorders  will  occur. 

2.  1  a  1 inquent  Deliveries.  Delinquent  deliveries  occur  when  items 

have  not  been  shipped  by  the  contract  deLivery  date  (COD)  and  when  there  exists 
no  official  modification  to  the  CDD  extending  such  delivery  date.  They  may  be 
caused  bv  the  contractor  and/or  the  Government.  (See  list  of  causes  in 

Subparagraph  LHC3.)  backorders  occur  when  the  stock  on  hand  Is  exhausted  as 
the  delinquent:  delivery  is  not  received. 

1.  extended  Leadt  loses.  Backorders  may  be  caused  if  either  the  ALT, 
the  !  LT ,  or  both  (total  leadt  irae)  have  been  underestimated.  (See  list  of 
causes  in  S  ibparagraph  IT  TCI  and  '.! . ) 

t.  ont  ract  i  ng  Difficulties.  Those  J  nc  i  tide  pre-award  problems, 
nont  on‘  '  !  ■  •  a  h]  '  't  ►  mv; ,  uncoiled  contra  -ts,  and  ,jr  i  f  i  c  a i.oc  problems  . 

.  inventory  Loss.  Invent  ory  loss  is  primarily  due  to  improper 
record  Veep  i  ng  by  the  ICPs,  stock  damaged  by  t  ii  •  -  depots,  and  the  limited  shelf 
life  of  certain  stocked  items. 

h .  formerly  Managed  Nonstock.  Backorders  are  created  when  items  are 
transferred  from  nons rocked  to  stocked  status. 

7 .  Logistics  Transfer.  A  drv  or  inadequate  pipeline  during  a 
iogls’  its  t.  r  ms  Ter  is  another  cause  (or  backorders.  This  situation  occurs 
after  DLA  has  assumed  management  of  items  from  other  Services  and  when  those 
items  have  i  nsuf  f  ’  e  i  ent  assets,  ne  outstanding  procurement  ,  and/or  the  sources 
of  manufac t urer  ate  unknown. 


4 .  There  exist,  many  otb-r  causes  of  backorders.  Most  of 

'he.se  o  eases  are  common  to  ,4 1  j  JCPs;  a  few  an  unique  to  one  or  two  ICPs.  Some 

genera  !  vi:  -as  a  :  !•:  '.UN's;  na  nag  erne  nr  p<  ■!  i  i  •  ...  such  a;  setting  the  control 

i.e  o  i  >•.•■.« !  •>.  low  wb !  eh  <•:.!  v  T  i  r.h  priority  issues  can 

m  t.:*-.  :  ■ .  va  i  I  1  :  :  d  stihs!  i  tut  alu  1  i  t.v  problems ;  cataloging  problems; 

turhatru  ■  in  .  i  .t  Tag  -ices,  r -instated  NS  Ns;  and  pol  i  v  backorders  for  !:MS 
and  propositioned  war  reserves. 

’) .  Backorder  I'  rut  i  lost.  in  preparing  statistics  on  backorders,  the  team 
recogni  .*.ed  •  :>e  :  ,  t  <  ha  t  ;  hei  t  aumhe  rs  were  as  of  a  i  e  r  r  ii  a  dtte.  This  is  an 
i  •:;;><>  rt  >  '  :  :  ;  ■  it  :a.;  i  -,c.>  01  .A  n.t-;  .  ivr.  miie  i  nve  :  nv.  An  analysis 

;  i  ,  .  :-;a  ;  !’.!■'  s’-'-.-c  a  verv  d  yn.eai  •;  i  uvon1  o;  v  :  wli.-h  i'a-ms  'Vtaiiar:  v 

i  e  i  .  ■■  ;  .  ■  .i.i  .  utegury  t  •  anot  '  ■  ■  Sur  yes  l  '■  d-cee""'  can  c  tuse  in 

;  t  .  •  :  h  i  ■  ■.  nv.o  i  I  i.  :  .  c.d  it  .me  p-int  in  1  ;v  *  •>  !a-nm  .  :  i  ‘  cm  wi  :  >  Vpb 

anr.ua'  •*•.-.,-..1  .  1  ..  '  >  r  p  ■■  mutdvr  of  ha  '  V  ■ ,  rd  •->  r  :  •«  •••i.-t  i  •••  :n'  i  a’  :  a  time. 

I.i  kew  i  se ,  !  r-.i;>s  in  demand  can  cause  an  item  with  .a  high  annua  1  demand  t  ■  *'.vome 

an  i  ;  lie.na  uf  ,  e/  -e- s  it  .  .-<s  ,  a  ••  i  :  ’  t  ‘  i  ••  ;•  r  r.h.a  h  i  i  i  •  v  .  *  l 

in. ■  -  . , ;  a  - t-  ■  ■  •  '  •  ■  i  •.  i"  s  oi  i  i  uni  m  I g.  r  m  i  >"  .  r'e  .  a  i-  •  ■:  <  !  !  e  ’mck  ont<‘i 

;  l  -  i  St  i  r  s  ’  '  e.  ■"  :  t  ,;jv  of  i  I  :  ■  '  >y  .  |  .,  ■  ■.  |  |  >  ;  at  i  , 

a  I  on.  ■  . 


1.  TCP  Statistics.  The  review  team  recorded  the  following  TCP 
backorder  statistics  f ran.  DLA's  SCS-  c,:'i  Report  and  Selected  Management  Data 
Report  ( SMDR )  as  of  duly-August  1981.  Ac  cording  to  these  statistics,  DISC  has 
the  largest  number  of  demands  for  stocked  Items  (r>,  11  7,000);  the  largest  number 
of  backorders  established  (5.56,000);  the  largest  number  of  backorders 
outstanding  (154,000);  and  the  largest  average  time  on  backorder  (81.1  days). 
DISC  documented  its  backorder  problem  in  a  letter  to  PLA-D,  dated  20  August 
1981.  DPSC-T  attributed,  at  least  in  part,  their  low  backorder  level  to  the 
Directorate  of  Manufacturing.  Overall,  the  statistics  indicate  that  an  TCP's 
percent  of  backorders  corresponds  to  its  percent  of  demand  frequency. 


Table  2.  TCP  Backorder  Statistics 


Me  m  bo 

T  Of 

Number  of 

Backorders 

Ba  c  k  o  rd  e  r  s 

Demo nd s 

(St  oc  k  en ) 

Fist  :ibl  i  shed 

Out  stand i ng 

Average  Time 

I,  i  nes 

id  nes 

Li  nes 

on  Backorder 

IC.P 

(000 ) 

7 

(000) 

...  /: 

(000  1  ? 

Days 

DGSC 

2,152 

12.5 

274 

16.5 

59.6  15.5 

68.9 

DISC 

5,11/ 

29.9 

556 

154.0  40.0 

81 . 1 

DPSC 

1,515 

7.7 

61 

5,7 

7.8  2.0 

49.1 

Medical 

DPSC 

2,081 

12.2 

1  90 

11.4 

)  7 . 4  4.5 

28.0 

C&T 

DE3C 

5,875 

22.7 

582 

22.9 

90.7  25.6 

75.5 

DCSC 

2  ,57  5 

1  5  .0 

2.21 

15,5 

55.6  14.4 

71  .2 

TOTAL 

17,096 

100.0 

1  , 664 

100.0 

585.1  100.0 

2  .  Relat  i  onsii  i  p 

between 

Demand  Frequency  and  Backorders.  The  data 

from  the 

id’s  indicated  tha 

r  items 

wire  the 

highest  demand 

f  roquonvy  have  [  hp 

highest  number  of 

1  i  ties  on 

bucko  'git 

’r.  Thi 

ritrrel  it  ion  was 

not  unexpected  i  n 

v  i  ew  of 

i.  t.  t'tri  n<  i ) 

,  ration  and  t he 

uu't  that  late  receipt. 

of  materiel  f r am 

eont rue i o 

r:«  would 

have  a 

re. ter  Imp  i.-i  on  high  demand  ■  t  emr  than  law  d<  ma  i  I 

items.  This  is  compounded  by  the  fact  that. 

dema  nd  f  req  ue  nc  y 

statistics  cover  a 

period  of 

t i me  wh 

i  1  e  stall 

tics  on 

hacko  rd  *: 

•rs  outstanding  are  as  of  a  point  in 

time. 

a.  DC  SC .  The  tail  sites  •'  rum  ,  w’>  1  .-It  came  from  i  » 

"Selective  Management  Category  Code  ( SMOC )  Report  ,"  tv.gM  aght  that  only  two 
percent  of  the  items  at  count  for  41  percent  ol  the  i  !  ties  <>n  1  a-korder .  T'tc-se 
items  iiav  <>  5<F*  or  more  demands  (requisitions)  against  them  during  a  year .  At 
the  other  end  of  t  tie  demand  spectrum,  70  percent  o'-  »  he  items  account  tor  only 
14  percent  of  the  backorders. 


Ta  b 1 e  3  . 

DCSC  Demand 

F  requency  and 

Backorders 

( 7 !  August  1 981  ) 

Demand 

2  of 

Backorders  Outstanding 

Total  Backorder 

F  requency 

1 1  ems 

BB  Lines 

BV  Lines 

Lines 

% 

300+ 

2.38 

21,276 

200 

21,476 

40.7 

100-299 

5.09 

10,005 

346 

10,351 

19.6 

51-99 

6.36 

6,104 

205 

6,309 

12.0 

20-50 

16.27 

7,109 

283 

7,392 

14.0 

1-19 

69.91 

J  l619- 

561 

7  ,200 

13.7 

TOTAL 

100.00 

51  ,133 

1,595 

52,728 

100.0 

b . 

DTSC  . 

DISC  wrote 

a  special  computer  program 

to  obtain  the 

demand  frequency  and  backorder  statistics.  The: 

ir  program  showed  that  two 

percent  >f  the 

items  ac 

count  for  17 

percent  of  the  backorders. 

These  items 

have  300  or  more 

demands 

against  them 

during  a  year 

.  Items  having 

only  1  to  49 

demands  against 

.hem  dur 

ing  a  year  account  for  83  ; 

percent  of  the 

items  but  only 

•'id  percent,  of  th 

c  backorders. 

fabte  ■’»  . 

DISC  Demand 

Frequency  and 

Back  o r d  e  r  s 

(31  August  1 981  ) 

Dem  md 

%  of 

Backorders  Outstanding 

Total  Backorder 

!•’  requeue/ 

i  terns 

BB  Lines 

BV  Lines 

Lines 

% 

300+ 

1  .  5 

23,849 

233 

24,082 

17.3 

i.  00-2  99 

5 .  5 

28,156 

64  7 

28,803 

20.7 

5 -oo 

7  .  7 

22,218 

588 

22,806 

16.4 

t  -  4  9 

85.3 

59,101 

4_,47J_ 

63,572 

45.6 

"AT 

; ,  o.o 

13  3,32’- 

5,939 

139,263 

100.0 

,  T'eq.  It  IV 


i  (ip  ha  ■  ■ 


.  DK-u: ,  us  f  ng  f  rs  "SMOC  Report  obtained  demand 
and  bn.  kon.i.-r  statistics  that  Indicated  that  items  with  200  or  more 
i  is:  1  hem  Bering  a  year  are  «>nl  y  one  percent  of  the  Items,  but  they 
'  ,  :  o',  tee  ha<"K  orders .  items  with  0  to  10  demands  against 

•c  ’’  i  f  i  h;2  percent  of  the  items  Hut  they  generate  44  percent  ot 


DM SC  Demand 

Frequency  and  Backorders 

(31 

.1 

ul  y  1981) 

(i 

7  -'f 

To Lai  Backorder 

■n.  v 

;  t  ems 

Lines  (RB  7.  BV ) 

.  h 

1 + , 700 

18.4 

7.8 

34 , 400 

'3  7.8 

u 

.6 

19,800 

43.8 

i  0  .  .0 

•e  ■  0 0 < ' 

i  :■■.).() 

d.  OPSC  -  Clothing  and  Textiles  (DPSC-T).  DPSC-T  used  a  special 

computer  program  to  develop  Clothing  and  Textiles  demand  frequency  and 

backorder  statistics.  One  percent  of  the  items  experience  38  percent  of  the 
materiel  obligations.  These  items  generate  32  percent  of  the  net  demand 
lines.  Twenty  percent  of  the  items  incur  95  percent  of  the  materiel 
obligations.  This  percentage  of  items  generates  95  percent  of  the  net  demand 
lines.  Clothing  and  Textiles  personnel  are  currently  identifying  what  items 

are  in  the  percentage  increments  and  what  can  be  done  to  improve  the  backorder 

position  on  these  items.  The  reason  that  the  net  demand  line  figure  remains 
constant  at  187,851  for  40  percent  of  the  items  through  100  percent  of  the 
items  is  that  DPSC-T's  generic  management  system  rolls  demand  to  the  generic 
and  counts  backorders  against  items  - 


Table  6.  DPSC  -  Clothing  and  Textiles  Demand  Frequency  and  Backorders 

(August  1981) 


%  NSNs 

It  NSNs 

Net  Demand 
Lines 

//  Materiel 
Obligat ions 

Ma  t  e  r  i  e  1 

Obligat i ons 

1 

279 

60,082 

7.073 

37.5 

5 

1,398 

i 30,244 

13,085 

69.5 

10 

2,796 

158,615 

1 5,961 

00 

<* 

cc 

20 

5 ,  592 

i 78.820 

17,947 

95.3 

30 

8,388 

'85,729 

1 8,532 

98.4 

40 

11,184 

!H7 ,851 

18,689 

99.3 

90 

25,184 

187,851 

1 8,755 

99.6 

100 

27,960 

187 ,851 

18,81 8 

100.0 

e.  DPSC 

-  Medical 

(nPSC-A).  DPSC-A 

used  a  special  computer 

program  to  develop  Medical  demand  frequency  and  backorder  statistics.  One 
percent  of  the  Items  incur  two  per  ent  of  the  materiel  obligations.  These 
items  generate  5b  percent  of  the  net  demand  lines.  Thirty  percent  of  the  items 
experience  70  percent  of  the  materiel  obligations.  This  percentage  of  items 
generates  9f|  percent  of  the  net  demand  lines.  Medical  personnel  are  currently 
identifying  what  items  are  in  the  percentage  increments  and  what  can  he  done  to 
improve  the  backorder  position  on  these  items. 


Table  7.  DPSC  -  Medical  Demand  Frequency  and  backorders 

(  August  98’  1 


Net  Dt 

hi  and 

>'  M..  tcrlel 

M:>  t  e  r  i  e  ! 

NSNs 

»  NSNs 

f .  i  nes 

('Oil  ig  if  i  ons 

Ob  1  i  g<i !  i 

1 

1  3 

832  , 

GV« 

1  32 

5 

hrt 

1 ,778, 

a  >  ; 

i  ,  Ot 

1  0 

!  37 

1  ,359, 

556 

C  /  T 
i  f  ;-4  / 

3  3  .  1 

TO 

2  7  4 

1.41', 

60  6 

>  ^  r  .  .. 

30 

4  i  3 

1  , 4  b  0  , 

3  g  q 

'»  )  O  1 

70  .  4 

tO 

45! 

1 ,470, 

hi 

t  .ro  i 

"I  ’ 

60 

82  7 

1 .47 7, 

990 

i  '*  °  •’ 

9  ’  . 

80 

!  .  ’03 

l  ,479. 

DO  3 

'  i  1  ; 

n.3  .  q 

mo 

1  ,3  79 

i  3  /  q 

1  »  -  '  * 

93  0 

«  ! 

1  no.D 

f.  DC SC .  DCSC  derived  its  demand  frequency  and  backorder 
statistics  from  its  SMCC  Report.  The  SMCC  listing  is  divided  between  essential 
items  (weapons  systems  support  and  Fleet  Issue  Load  List  (FILL))  and 
nonessential  items.  The  SMCC  listing  is  further  divided  by  item 
charaetetisti.es:  Very  important  Program  (VIP),  High  Value,  Medium  Value,  and 

Low  Value.  These  statistics  Indicate  that  the  High  Value  items  experience  a 
disproportionate  share  of  the  backorders.  Within  the  High  Value  category, 
items  with  the  largest  number  of  requisitions  during  the  year  also  have  a 
disproportions*  .  v  large  share  of  the  backorders.  High  Value  essential  items 
generate  22  pe  cent  of  the  backorders  in  these  categories.  High  Value 
nonessential  items  incur  15  percent  of  the  backorders. 

Table  S.  DCSC  Demand  Frequency  and  Backorders 
( 3 !  August  i 98 i ) 
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3.  Dollar  Value  of  Demand  vs.  Backorders.  The  data  In  the  following 
tables  highlight  the  fact  that  for  all  the  hardware  Centers  (DCSC,  DESC,  DGSC , 
DISC)  the  items  with  a  high  value  of  annual  demand  have  a  disproportionate 
number  of  lines  on  backorder.  This  corresponds  to  the  relationship  between 
high  demand  frequency  and  high  numbers  of  backorders. 

a.  DLA  Summary.  The  OLA  summary  statistics  for  the  hardware 
Centers  (DCSC,  DESC,  DGSC,  DISC)  were  obtained  from  DLA-O.  These  statistics 
show  that  High  Value  Items  have  42  percent  of  the  requisitions,  34  percent  of 
the  backorder  lines,  4  percent  of  the  stocked  Items,  and  2  3  percent  of  the 
number  of  items  with  backorders.  Since  High  Value  items  are  only  4  percent  of 
the  items,  the  high  percentage  of  backorder  lines  (34  percent)  attributed  to 
these  Items  is  definitely  disproportionate. 

Table  9.  DLA  Summary  Statistics  Dollar  Value  of  Demand  and  Backorders 

(Hardware  Centers) 


Requi sit  ions 

Backorder 

Stock  Ttems 

Items 

wi  th 

(000) 

% 

Li  nes 

X 

Managed  % 

Backorders  % 

High 

6,385 

42.1 

194,100 

54.3 

52,800  4.3 

23,000 

23.1 

Value 

Med ium 

5,125 

33.8 

75,300 

21.1 

162,500  13.1 

26,000 

24.0 

Value 

Low 

3,005 

19.8 

60 , 1 00 

16.8 

424,500  34.2 

33,800 

31.3 

Value 

NSO 

658 

4.3 

27,900 

7  .8 

600,800  48.4 

23  ,300 

21  .6 

TOTAL 

15,173 

100.0 

357,400 

100.0 

1,240,600  100. 0 

108,100 

100.0 

High  Value  -  Items  with  an  annual  demand  value  over  $4,300. 

Medium  Value  -  Items  with  an  annual  demand  value  of  more  than  $400  but  less 
than  or  equal  !o  $4,300. 

Low  Value  -  Items  with  an  annual  demand  value  of  $400  or  less. 

NSO  -  Numeric  Stockage  Objective  Items  have  less  than  three  requisitions  during 
a  1  l  -month  p>.  riod  or  have  less  than  12  units  requisitioned  during  a  12- 
month  period 


b .  IV,  SC  Dollar  V 1 1 ue  of  Demand  vs.  Backorders .  The  DGSC 

statistics  highlight  the  fact  that  10  percent  of  the  stocked  items  managed 
are  High  Value  and  that  they  generate  7f>  percent  of  the  lines  on  backorder. 


Table  10 .  DG  SC  S  tat  Is t ics  Do  liar  Value  of  Demand  and  Backorders 
Requisitions  Backorder  Stocked  Items  If  Items  with 
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Lines 
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% 

Backorders 
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10,900 
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38.6 
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Med ium 
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12.8 
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37,400 

35.6 
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5.3 
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1  00.0 
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100.0 
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100.0 

1 1 ,400 

100.0 
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percent  of  the  lines  on  backorder. 

Table  11.  DISC  Statistics  Dollar  Value  of  Demand  and  Backorders 
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liHi'  11.  DM  SC  Statistics  Dollar  Value  of  Demand  and  Backorders 
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e.  DCSC  Dollar  Value  of  Demand  vs.  Backorders.  The  DCSC 
statistics  highlight  the  fact  that  seven  percent  of  the  stocked  items  managed 
are  High  Value  and  they  experience  49  percent  of  the  lines  on  backorder. 

Table  13.  DCSC  Statistics  Dollar  Value  of  Demand  and  Backorders 
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a.  Du  SC .  Since  DCSC  has  a  SMCC  category  for  new  items,  it  used 
its  SMCC  report  to  provide  the  required  data.  As  of  31  August  1981,  the  DGSC 
data  were: 


3,838  Items  coded  new/ provisioning 
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31  BV  lines 

742  total  backorder  lines 
\ .2%  of  total  DGSC  backorder  lines 
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constant  at  3,437  for  10  percent  of  the  items  through  100  percent  of  the  it.  ms 
is  that  DPSC-T's  generic  management  system  rolls  demand  to  the  generic  and 
counts  backorders  against  items.  These  statistics  also  show  that  items  with 
the  most  demand  are  the  items  that  Incur  most  of  the  materiel  obligations. 
Clothing  and  Textiles  personnel  are  currently  identifying  those  items  that  are 
generating  the  most  backorders. 

Table  14.  Clothing  and  Textiles  Data  on  New/P rovlsioning  Items 

(August  1981) 


Net  Demand 

//  Materiel 

Materiel 

x 

NSN  s 

#  NSNs 

L  i  nes 

Obligations 

Obligations 

1 

36 

4,308 

0 

0.0 

3 

184 

7,976 

467 

76.4 

10 

169 

8,437 

563 

92.1 

20 

739 

8,437 

581 

95.0 

30 

l  ,  109 

8,437 

587 

96.0 

40 

1,478 

8,437 

595 

97.3 

80 

1 ,937 

8,437 

607 

99.3 

1  00 

3,6^7 

8,437 

61  1 

100.0 

d.  DP SC 

-A.  DPSC-A 

used  a  special 

computer  program  to 

derive 

Med  i  o  al 

s  t.  a  t 

l sties  on 

new/provis  ioni  ng  1  tents.  Tliese  statistics  exhibit  the 

fact  that  the  top  one 

percent  of  the  Items  demanded  had  three  percent 

of  the 

ma t  or i e 1 

obi 

i ga t i ons . 

These  items 

generate  eight 

percent  of  the  net 

demand 

L  i  lies  . 

Tv. 

enty  percent  of  the 

items  have  67 

polecat  of  the  materiel 

ob i i ga  r  i 

ons . 

This  pen 

entuge  of  items  generates  96 

percent  of  the  net 

demand 

!  i  n  t  s  . 

These  fig. ires 

support  Cite 

idea  that  the 

items  with  the  most 

demand 

p  r '  >i < 1 1 1  ■  e 

t  he 

most  lines  on  backorder.  Medical 

personnel  are  currently 

i  d  n  {  i  r  y 

i  ng 

those  items 

that  are  generating  ihe  most 

backorde rs . 

Table  15. 

Medical  Data 

on  New/Provisioning  Items 

( August  198]) 

Net  Demand 

Materiel 

Ma  te  riel 

V 

NS  Ns 

,l  NSNs 

I  ines 

Obi  ig.it  i  ons 

Obi i gal  ions 

t: 

) 

8 , 381 

.3 

2.7 

3 

}  5 

91 ,564 

4  7  3 

x  o .  f, 

!  0 

51 

9  5,710 

657 

i  •’  .  6 

20 

i  02 

100,034 

1  ,033 

6  7.0 

30 

1  53 

ini ,976 

i  ,241 

80.5 

!05 

i 02 ,477 

i  ,  34  5 

p  7  .  • 

hi  > 

1,0  7 

i 03,855 

1  ,4  76 

Q  ri  .  7 

>  04 ,117 

i ;  54  i 

II.''.  0 

*  .  1  ‘  -  .  . 

!'V':  ,  as  i  a 

’  i  spec  i  u  1  pro.’, 

i  .li;: ,  v  :  .  i .  Ill'  r:v.i  i  i  • 

li  d.l  t  cd 

Aiiv»  IJ  ' 

*  .  11 

'•*  .  li've.  jied  s  1  a  1  1  s  t.  !  ■. 

*  n  iW  W I  O  V  f  S  1  i 

' a  1  rig  :  !  .  ais  .  in  cal 

nmn  o:u4 

tb.- 

v;  o 

'  •■■■■  ’  i  1 

<!.  i  {  » •  rti.j  <  }\\ 

■at  assume!  of  t  - 

•o  Vest  r ■  ’  I  •  .  .  !  i 

i  ’i/nr 

'  . 

^  .  ? 

’  t  ••■e.  h. 

■ '  i;.!  i  '  o 

i  l.  i  •'  ii'\  P  : U.’  V  r 

id  ■  ■ 1  a  .  tap, em eat 

i  s sum ud 

of  • 

rh.  ‘it  ‘■'.-I':  , 

O  hi  ■  !  w**pr  t  !'  »»  r  : 

i  i  •  >;  •  :  1  "•  t  rn  t  ^ 

s  t  ha'-  , 

wb  •  t  ;i 

'  •  * 

'■'haugus  l 

hr  •  f  it,  .Vi 

■ee  It  on.  ’i.".’  to  est  a 

h  1  i  sited 

Pec  li.'.i' 


e-.  rouse  occurs 


i 


r  ►  i 


because,  even  though  the  item  has  been  managed  less  than  two  years,  when  the 
age  of  item  code  is  changed,  the  item  is  no  longer  protected  with  a  2-month 
safety  level. 

Table  16.  DESC  Data  on  New/P rovlsloning  Items 

Column  I  Column  2 

Data  Based  On  Date  Data  Based  On 


Management  Assumed 

Age  of 

Item  Code 

%  of  Total 

%  of  Total 

DESC  items 

DESC  items 
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3.0 
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0.5 

333 

0.4 
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7.4 
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Tabic  17.  DCSC  Data  on  New/P rovlslonlng  Items 


T terns  Coded 
Provisioning 
Backorders  % 

items  Not  Coded 

P  revision! ng 
Backorders  % 

TOTAL 

Backorders 

% 

Management  Acquired 

1,793 

3.8 

1  ,B93 

3.4 

3,386 

7.2 

Within  Last  17  Months 
Management  Ac.qu.  red  2,460 

5.2 

2,420 

5.2 

4,880 

10.4 

Within  Last  1  -24 

Months 

Management  Ac.qu i  red 

2  ,213 

4.7 

36,451 

77.7 

38  ,664 

82  .4 

Over  24  Months  Ago 

TOTAL 

6,466 

13.7 

40,464 

86.3 

46,930 

100.0 

[II.  WAYSjrO  REDUCE  BACKORDERS  ■ 

A.  General.  All  of  the  causes  of  backorders  can  be  summarized  as  a 
failure  to  nave  sufficient  Issuable  stock  on  hand  at.  the  time  of  demand.  Tn 
theory,  that  failure  could  be  eliminated  rl  we  had  perfect  knowledge  of  future 
■  lenai'd  pi  us  tly*  k  now  i  edge ,  ability,  and  money  to  obtain  stock  in  time  to  meet 
that  demand.  However,  in  practice,  some  failure  must  always  exist  since  we 
manage  over  1  million  items  with  numerous  and  varied  applications  for  which 
demand  always  has  an  element  of  uncertainty  and  for  which  procurement  is 
conducted  with  :  inusunds  of  vendors  in  volatile  market  places  and  under 
resource  and  legislative  restrictions.  Tn  this  environment,  backorders  can 
only  be  reduced,  never  eliminated.  In  seeking  ways  to  reduce  backorders,  the 
review  team  relied  or.  Information  collected  In  its  .interviews  with  the  PSEs  and 
iTf's  and  in  its  literature  search  as  well  as  on  its  own  knowledge  in  the 
subject  areas. 

B.  Demand  Forecasting.  As  shown  before,  failure  to  accurately  predict 
surges  in  demand  Is  the  leading  cause  of  backorders.  Consequently,  each  ICP 
listed  forecast i np,  as  an  area  for  improvement  but  an  area  in  which  they  had  few 
reenveodi!  ■  ons  ■  This  is  understandable  since  demand  forecasting  is  a  highly 
complex  area  .  Based  on  its  own  knowledge  of  forecast  ing,  the  review  team 
examined  how  improve  demand  forecasting  from  a  number  of  directions. 

I  .  statist  ics.  Before  discussing  how  to  improve  demand 

fore,  os'  m;-:(  it  would  he  ippropriate  to  quantify  the  problem.  Dl.A  has  no 
i n format i on  system  that  provides  dam  on  the  accuracy  of  it«  demand  forecasts. 
The  review  team  asked  the  Id’s  about  the  accuracy  of  their  forecasts  and 
received  i  ;n-  following  responses: 

' a.,  i  !><;.•  <:  thinks  their  forecasts  ate  good  with  tin*  exception  of 
low  demand  .  1  •  r.s  ids  which  i)(5S(.  has  initiated  annual  telecasting. 

d'.  \  \  ;  hough  DiSG  does  not  think  that  cut  » cti!  for. casting  is 

i  tiadequa '  * ,  it  fee's  hat  improvements  could  be  made. 

v,..- » .-a  l  reels  lent  t  hei  »  for'  .  ,v-.|  s  are  generally 
siti  1  id  er-/  v*  *  1-  i.*rppt  1  f  b  i  nd  1  I  u>:  s'-asoi’ni  { t  on  f- .  clothing  a  ad 
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Textiles  relies  on  program  data  in  making  its  forecasts  and,  therefore,  has  the 
position  that  its  forecasts  are  only  as  god  as  the  program  data  from  the 
Services . 

DESC  -  Forecasting  is,  and  has  been,  a  concern  at  DESC  for 
several  years,  particularly  the  forecasting  of  items  migrating  between  dollar 
value  categories  generating  backorders  or  long  supply. 

DCSC  -  DCSC  reports  that  their  forecasts  are  poor  and  do  not  keep 
up  with  demand. 

None  of  the  TCPs  provided  statistics  on  the  accuracy  of  their  forecasts.  This 
is  understandable  since  the  difference  between  the  forecast  error  associated 
with  a  forecasting  model  and  normal  demand  variance  is  not  discernable. 

Recently  DLA-LO  used  historical  supply  control  files  (SCFs)  to  compare  the 
forecast  at  a  point  in  time  with  the  actual  demand  which  then  occurred.  The 

comparison  was  made  only  for  replenishment  items.  it  showed  that  only  10 

percent  of  the  items  had  forecasts  within  10  percent  of  actual  and  60  percent 
had  forecasts  over  60  percent.  Although  the  use  of  percentages  in  this  case 

may  over  exaggerate  the  error,  e.g.,  an  item  with  a  forecast  of  4  and  a  demand 

of  3  had  a  26  percent  error,  the  size  of  DEA's  forecasting  problem  appears  to 
be  large. 


2.  Forecasting  Models.  In  seeking  ways  to  get  better  forecasts,  the 
review  team  first  looked  at  improving  DEA's  current  forecasting  technique. 
Improvement  in  this  area  should  be  possible  in  light  of  the  significant 
advances  In  the  field  of  forecasting  in  the  last  15  years.  Moreover,  such  an 
improvement  would  be  highly  desirable  since  it  could  be  implemented  within  the 
automated  system  and.  therefore,  not  require  significant  manpower  or  stock  fund 
dol lars . 

a.  Techniques.  in  approaching  forecast  modelling,  we  must  begin 
by  defining  forecasting  as  the  analysis  of  time-series;  i.e.,  sequences  where 
the  data  is  time  dependent.  in  the  analysis  of  rime-series,  new  techniques  arc 
continually  being  developed  and  older  ones  expanded  for  greater  precision. 
Three  perspectives  arise  in  the  analysis  of  time-series;  namely: 

(1)  th-’  entire  past  of  the  series, 

(2)  the  influence  of  new  data,  and 

(3)  the  r  I  I  ot  1  >1  exogenous  factors. 

Techniques  differ  on  how  to  balance  these  perspectives.  The  possible 
techniques  can  he  classified  as  follows: 

(1  )  Naivu  (e.g.,  moving.  .rcfjgos  and  niio  ot  change'), 

(2;  !'et  e;~;i !  ni  st  i  r  (e.g..  pel  y  nc-m  !  a  !  ?  it;  t  i  no  i  nd  growth 
curves ; , 

i'll  Ad  hoc  (e.g..  exponent  lal  smote  h  i  ug ,  gl  int  i  ve  smoothing, 
and  the  Hoi  t -Vint  e  rs  , 


(4  )  Classical  decompos  1 1  i  on  (e.g.,  Census  X-T  T  and  the 
FORTRAN  system) , 

(3)  Regression  analysis, 

(6)  Kconometrlc  methods, 

(7)  Autoregressive  Integrated  and  Moving  Average  (ARTMA) 

(  Box-. Jenkins)  , 

(8)  Bayesian  statistics, 

(9)  State- space  analysis, 

(10)  Pattern  recognition,  and 

(11)  Delphi  estimates. 

The  spec  (tic  technique  for  any  given  situation  is  dependent  on  the  term  of  the 
forecast  (short,  medium,  or  long)  and  on  the  data  available. 

h .  Studies  I  n- Process.  Currently,  the  Do!),  through  the  Office 
of  the  Assistant  Secretary  of  Defense  (Manpower,  Reserve  Affairs  and  Logistics) 
(OASDf  MRAM. ) ) ,  has  contracted  with  Boeing  Computer  Services  (BCS)  to  perform  a 
forecasting  study  with  the  Services  and  DLA  as  participants.  The  BCS  study  was 
i  he  result  of  the  "DoD  Stoc.kage  Policy  Analysis  Report"  which  listed  demand 
forecasting  as  an  area  for  improvement  and  standardization.  in  addition  to 
dem.iiK.  forecast  i  ,ig ,  the  BCS  study  will  Look  at  forecasting  in  the  areas  of 
heir  fines ,  repair  cycles,  and  returns.  DI.A-LO  is  conducting  its  own 
fo  recast  i  s*g  study  and  has  let  a  contract  with  Indue i.  i  ve  inference,  tnc. ,  for 
issi stance.  The  DLA-T.O  study  was  initiated  at  the  requesl  of  the  Subsistence 
Program  Manager  (Pl.A-I.F) ,  who  was  concerned  that  current  SAMMS  forecasting  does 
no  i  c/.iis  seuiuma  1  i  ty  which  Is  often  associated  with  subsistence  items. 

A 1  though  I  DLA  L0  st  udy  is  concerned  with  subsistence  items,  its  findings 
*  'if"  Li  b,*  nop  i  ;  cable  :o  ot  her  DLA  commodities.  Append  I  x  11  contains  the  study 
,.-t  in  ;  or  i  hi  i)|..\  -g)  study.  In  view  of  the  importance  of  forecasting  to  reducing 
h;  k;.rd  'T's,  tint  plan  may  need  to  he  expanded  to  Include  an  analysis  of  all 
i.spr.’t  1  n*  $A.MVS  f  nr»«*„«s|  i  n>;  . 

i- •  Forecasting  Models  in  the  DoD.  No  DoD  directive  or 

instruction  exists  that  specifies  a  method  of  demand  forecasting  for  DoD 
Components.  However,  as  documented  in  the  "DoD  Rforkage  Policy  Analysis 
Report  ,"  the  vwipone'-.t  s  have  elected  to  use  variants  of  weighted  averaging,. 
They  are: 


\  r  v 

A  r  ?  r.  hm-'t  !  ca  1  averag  i  ne  met  'nod  s 

\  {  7  or.- 

•  •  Arithmetical  averaging  motiv'd®. 

\.l  V  V 

[exponential  smoothing  met'uod''  f 
related  item.;;  and 

or  ;:onprov:r.in 

Ar  i  thmet  leal  averaging  met  n-'ds 
re i a  r ed  i t  ems  . 

lor  pro^r.m 

DLA  Double  exponential  smoothing  with  a  tracking 

s I gna 1  - 

d.  Forecasting  Model  injM.A.  As  shewn  above,  DLA  currently  uses 
in  SAMMS  double  exponent  Lai  smoothing  with  a  tracking  signal.  Exponential 
smoothing  is  a  technique  of  averaging  or  smoothing  current  demand  with  past 
demand  to  arrive  at  a  prediction  for  future  demand.  Double  exponential 
smoothing  is  a  doubling  of  the  smoothing  technique  to  account  for  trends  in 
demand.  The  tracking  signal  is  a  technique  to  change  Lhe  smoothing  weight  for 
items  whose  demand  is  outside  confidence  Limits  placed  on  predicted  demand. 
Both  double  exponential  smoothing  and  the  tracking  signal  are  correctors  versus 
predictors.  That  is,  neither  Is  structured  around  what  causes  demand;  rather 
they  adjust  or  correct  past  demand  forecasts  with  current  data.  Such 
techniques  are  only  useful  as  long  as  they  predict  demand  within  some  desired 

degree  of  accuracy.  Given  the  statistics  on  forecast  error  presented  earlier, 
the  review  team  has  reservations  that  a  reasonable  degree  of  accuracy  is  being 
achieved . 

(1/  Current  i <A‘  Variations.  Only  DISC  reported  to  the  review 
team  any  variation  from  -j  >.  n  .via  *  d  SAMMS  forecasting.  DISC  has  what  it  calls 
variable  quarterly  fore-*  ast  fVQF)  scope,  >‘t  for  its  Items  by  the  DISC  SMCCs .  In 
this  program,  !>  f  SC  applies  V‘01  support  t  e-tors  to  DKGO-g rouped  NS  Ns  to  optimise 
system  stock  availability  and  control  stock  fund  expenditures,  while 
emphasizing  weapons  and  K  i  1.1.  ;  ;  e:c  support  .  The  technique  is  to  apply  different 
factors  (e.g. ,  1.2,  .A)  to  the  forecast  %  before  computing  requirements  levels. 

Again,  this  technique  Is  not  si  :  act  uro..i  i  r  mod  what  causes  demand  and  only  has 
utility  as  long  as  the  VDF  factors  ad  1.  -i  demand  tc.  the  desired  gna  a  s . 

\2)  Short  J'erm  improvements.  The  current  weakness  of  our 
forecasting  techniques,  no  structur-,  t  anna*  be  solved  In  the  short-term. 

However,  our  forecast  int;  could  possible  he  refined  wi  t  h  the  application  of 
RISC's  program  to  other  ’CDs. 

(3)  l.ong-T  e  rm  1  mprovcim-nt .  The  DI.A-LO  study  is  scheduled 
for  completion  in  October  1982.  it  will  test  all  applicable  forecasting 

techniques  as  well  as  combi nat  i  on.**  of  t  techniques .  Based  on  its  evaluation  and 
extensions  to  SAMMS,  it  will  offer  recommendations  on  what  models  DLA  should 
forecast  within  the  future. 

3.  Dye  nf  t»  r-y,  ram  Date.  One  i  o  recant  i  m;  t  ec.hu  i  qu-  is  extrinsic  or 
toe  lino  ]  og  i  i  a  !  f ore-cist  Lug;  i  .o  .  ,  f  o  recast  i  ng  with  indicators  ut  c.iuse-ef  footed 
relationships  raitu-r  t  hap  w'rl  divan. i  hi  st  j  i  v .  The  use  ot  pt  ..-gram  data  in 
forecasting  is  extrinsic  ( nrec.ust  i  up .  iVrhaps  this  is  one  way  to  improve  DLA 
t  oreeast  i  rig  . 

a  .  Definition  ol  ‘'rrgram  Data.  Pros-,  ram  d-.’a  is  anv  vat  i,  "'tiler 
t  han  historical  demand,  tin!  relates  t  c  the  amount  "•  r  i-id  which  could  he 
predict-'d  for  the  fut  -ire .  Lypes  of  program  daf  i  include  a  t  t  r,*;  rLying  hours, 
number  of  depot  overhauls,  I  ramp  strength,  numbe  t  d  *a  1  1  ni's  nr  mohi  limit  ion 
exercises,  etc .  An  example  of  h  w  prop  i  on  •.!.>;  -t  «•  ■•).-,  be  used  would  be:  If  two 
Z  knobs  are  demu*d>,j  for  we  r  v  p-C|.  ovrhaui  cut!  Id)  je-ps  are  to  be 
overhauled,  then  w.  can  expert,  a  demand  ot  f  40  Z  knobs  • 


i  t. 


b.  Service  Use  of  Program  Data.  For  selected  items,  the 

Services  use  program  data  to  forecast  demand.  The  following  synopsis  was 
extracted  from  the-  "UoD  St  ockage  Policy  Analysis  Report:" 

A  rmy 


Program  data  is  used  throughout  the  life  of  all  items  to 
include  a  system  phase-out  date  beyond  which  no  further 
requirements  are  forecasted.  The  Army  is  the  only 

component  to  utilize  the  phase-out  date  for  limiting 
forecasted  requirements. 

Air  Force 

Program  data  is  used  throughout  the  life  of  all  investment 
items  and  for  selected  expense  Items  when  the  projected 
program  deviates  by  plus  11  percent  or  minus  10  percent 
iron  the  past  two-year  average.  Those  expense  items  not 
meeting  the  deviation  criteria  are  projected  by  straight 
lin'ng  past  demand. 


Program  data  is  used  throughout  the  life  of  all  aircraft 
investment  items  except  ground  support  equipment  (GSE). 
A 1  i  oth--r  a  i  reraf  •  items  except  Tf;r  use  program  data 
during  the  demand  development  period  (normally  two  years), 
after  which  single  exponential  smoothing  is  used. 
Aircraft  support  equipment  is  initially  procured  on  a 
program  date.  base.  However.  the  program  relationship 

is  not  retained  dining  a  demand  development  period.  Ship 
parts,  in  general,  do  not  use  program  data  during  demand 
development  and  subsequent  support  periods;  however, 
single  exponential  smoothing  is:  applied. 

i'i  '  idee  ■'(  Piograr  It)  a.  i’i.A  has  long  recognized  the  utility 
•>f  progr.i.n  da  -  a  to  i  ore on si  future  requirements.  DPSC-T  uses  projected  troop 
•  >nd  i  i  i  ■..Mi'Uli-  to  ad  just  forecasts  f  or  program  oriented  items  (e.g., 

u:  :  •  ,  :  :  '  •).  ->AM  )'•  i  I  s  >  has  I  !•>  <:.«)' -i  hi  iitv  :c  use  program  change 

I  -u  for  to  >..!  ju.-  iota  casts  tor  replenishment  i.  tens .  The  program  change 
'  -  ii  i  i  i  re  '  t  ,  s  in  personnel  strength,  numbo  t  of  flying  hours, 

iud  i.i  !  .»r  ’  i: ,  which  may  affect  the  expected  demand  .  However,  this  feature  of 
Has  never  been  ,  us  ted  nor  used  with  .v'tii.-tl  data.  I  (nallv,  OLA  is  a 

stronj'.  .iilvoca'c  o!  the  use  ot  special  program  requirements  (SPRs),  which  are 
li'c  ult  i'Tiite  form  of  program  dat.i. 

1  •  r  •  -gran  or  iented  items.  t.h  in!  •• ;  ’  r  1  H:  •  !  4  1 

•  ■  t  .  i.ii  aal,  Defense  Supply  ;>i:i  o r  I'per.tt  :  nr  1' r oc 1  e  ■ ,  Voltir.e 

-!  use  of  prog  :  alii  dot  a  f  e.  r  j  I  ..•gram  • :  •  i  e:'t  ed  i  t  ■  •  :'s  .  The 

Inn  adding  devoid  oriented  requirement1  !  .  program,  o’‘i  out  ed 

I’r.ve  at  t  he  total  requirement  for  program  oriented  i  t  to,  . 

•  ■  a-  ■  I'riin'i'.i  n  ,>r  computed  with  ‘he  noin-1  double  exponent  i  1 1 

:nii|ie  i  ns  oil !  v  l  bo  demand  from  oust  emr-rs  iv-i  identified  ;  o 

rv.ee  a  i  up  rams  .  Program  or  i  ’iited  r  equ  i  reme*- 1 are  e  or.ipu  t  ed  as 


i  eq  a  i  :  ■  •  n 

'  a  'tv.  a  ad  . ,  i  > 
an  o'  ‘  1 .  : 
s  e  1  i  ■  i  ■  l  e  d 


replacement  factors  (average  of  Last  four  quarters  demand  from  customers 
identified  to  service  programs)  multiplied  by  the  planned  i nduct i on/ st reng th 
d  a  t  a  . 


(1! )  Program  Change  tutors.  Chapter  S3  of  DLAM  4140.2, 
Volume  II,  documents  the  vise  oi  program  change  factors.  The  procedure  involves 
multiplying  the  quarterly  forecast  by  the  program  change  factor  for  the 
quarter.  The  procedure  has  never  been  used. 

(3)  Special  Program  Requirements  (SPRs).  Chapter  5R  of  DLAM 

4140.2,  Volume  if,  documents  the  use  of  special  requirements.  The  procedure 
includes  SPR  procedures  whose  policy  basis  is  established  in  DoD  4140.22-M , 
Military  Standard  Transaction  Reporting  and  Accounting  Procedures,  as  well  as 
procedures  for  other  nonrecurring  requirements.  The  purpose  of  the  SPR  program 
is  to  allow  customers  who  have  knowledge  of  their  future  needs  to  pass  that 
knowledge  to  the  supplier  to  guarantee  fulfillment  of  those  needs.  In  doing 
this,  backorders  are  avoided  on  SPR  demands  and  •  .n  other  demands  which  would 

have  occurred  as  SPR  demands  exhaust  on- liana  assets.  bi.A  is  currently  working 

to  upgrade  its  SPR  p  rag  ram  by  relaxing  its  restrictions  on  SPR  submissions. 

(4)  Improving  the  Use  of  Program  Data.  Tn  discussing  the 

use  of  program  data  with  the  ICPs,  the  review  team  found  that  the  ICPs  were 
lukewarm  to  the  idea.  This  is  understandable  since  program  data  is  more 
directly  related  to  retail  levels  of  inventory  and  the  use  of  program  data 
introduces  an  accuracy  problem  with  program  data .  The  latter  was  cited  by 
DPSC-T,  a  DI.A  commodity  using  program  data.  However,  the  review  team  feels 
that  Dl.A's  use  of  program  data  could  be  improved  as  follows: 

(a)  program  oriented  items  could  be  identified  and 

procedures  applied  :  or  commod i t 1  to  other  than  DPSC-T; 

(h)  t  ho  computation  of  replacement  factors  for  program 

oriented  items  should  be  reviewed  to  determine  if  it  ran  be  improved; 

(c)  program  data  currently  used  in  the  Services' 

forecasts  should  be  examined  tor  possible  appl  lent  l  on  to  pogtaai  oriented  i  i  etr. 
procedures  or  to  the  program  cii  urge  factor  procedures;  ediot  l  tedly ,  this  may  be 
difficult ;  and 


id)  t  he  n  i  s  h  o  !  o  i  .  ■  s  l  or  program  > hauge  !  act  ors  shoe!  I  be 
tested  with  actual  data  before  they  are 

..  IVmut.d  V  a  r  i  «>  n.  •• .  Demand  iorecast  i  ng  invo'ves  the  computation  of 

the  expected  mean  demand  and  t  ft  >  on.  put  it  loo  o'  e  *:•<  .-i  i\ '  '  ■  a i  i  .■  no  o  .  Demand 

variance  across  ieadt  i  me  is  a  key  rlemf  iii  the  comnutat  i .  -n  ot  safety  levels. 
The  only  system-wide  r  t  a  t  i  st  i  c  on  demand  vat  i  t,.c<  is  the  :  LAMMS  system 

constant  .  '"he  system  :  .'.list  ant  is  the  sum  across  a  '  ’  f  •  •  ;  !>o  do'  1  r »  value 

of  demand  variance  over  a  1  eadt  ime  and  is  used  in  t  he  :  u.at  i  era  ot  sate’  • 
levels.  I  he  I  UP  system  t  ■ ;  Ms t a n !  ■  arc: 


t-  sed 

dusu 

DISC 

DPSC-A 


Si'll  .  >t  1 1 '  ,  i  i  7 
SI  ’  ') ,  1  2  li  ,4  1  •> 
1  In,  <14,7  i  ? 
>17  4,28/.  ■ :  d  0 

Ui.Og'f  tq 


Sou  h  ■  O' ■  2  Reno rt 


!.'u  r  rent  !  y ,  DFSG  is  working  on  n  now  estimator  of  leadtime  demand  variance  which 
so  i:ir  has  been  promising  in  simulation  tests.  If  DF.SC's  new  estimator  proves 
successful,  it  will  he  applied  to  other  DLA  cominod  i  t  i  es  . 

r> .  item  Grouping  lor  Purposes  of  Demand  Forecasting.  As  described 
above ,  SAMMP  uses  a  single  forecasting  technique  for  replenishment  items  with 
the  exception  of  DP SC  -T  program  oriented  items.  Given  the  numerous  and  varied 
applications  of  the  items  managed  by  DLA  and  using  different  techniques  for 
different  item  groups  should  improve  our  forecasting  performance.  The 
questions  which  arise  in  grouping  items  for  forecasting  are  how  to  group,  what 
techniques  to  esc  for  each  group,  and  when  to  forecast  each  group.  The  theme 
.  ,f  grouping  should  he  marshalling  resources  and  techniques  to  achieve  the 
gr. sites’  payback  as  illustrated  on  the  table  below. 

LFVEI.  OF  FORECAST  EFFORT 

item's  Impact  on  ICP  Performance 

Low  Medium  High 

I.  M  il 

I.  M  11 

it  li  H 

. .  -  t.ow  M  -■  Medium  ii  =  High 

service  iso.  From  the  DoD  S lockage  pol icy  Analysis  Report, 
..  r-wjTi  •;  t  o-  i  ,  d  the  f  ol  lowing: 

Navy 

The  Navy  uses  a  Mark  system  for  categorizing  items, 

i  in  .-v  stent  divides  items  on  t  be  basis  of  value  of 

annual  demand  and  demand  frequency  into  five  categories 
(Mari'  o  t  ’.rough  Mark  IV).  \n  item's  Mark  category 

•. . 1  a-  :  how  it.;-  variance  I.-,  dt  ime  demand  is 

•e  ete.i  and  what  filters  a  n  placed  on  demand 

ehsu  r  •  I  ions. 

A  rmv 

Pur  Army's  demand  forecasting.  procedures  depend 

up  the  management  intensity  given  an  item. 

I  r  ••ms  with  lew  annual  dollar  value  of  demand 
ids',  wo)  use  all  of  their  demand  to  farm  an 

■  e  demand  rate.  Items  high  dollar 

.-.ilue  (  >SA,OOf>)  may  have  overhaul  demands 

telecasted  separately  and  rnminned  with  an 

a  •••.>  s-.oge  detrend  rat  e  for  a  I  1  other  d  etv.  a  u'1  s  . 


Air  Force 


The  Air  Force  demand  rate  forecast  Is  based  on  a 

single  moving  average  of  the  past  two  years'  demands. 

On  a  selective  basis,  program  data  is  applied  to  item 

forecasts . 

b.  DLA  Grouping  of  I  terns  for  Forecasting.  DI.A  uses  a  number  of 
approaches  to  group  items  for  forecasting.  DPSC-T  groups  their  items  by 
generic  (e.g.,  T-shirt,  all  sizes)  and  forecasts  demand  for  the  generic  which 
is  then  broken  down  to  specific  items  using  size  tariffs.  SAMMS  also  provides 
for  VIP  or  non-VIP  Item  categories  which  calls  for  monthly  or  quarterly 

forecasting.  In  addition,  f>AMMS  includes  a  level  of  nonrecurring  demand  in 

item  forecasts  depending  on  the  Item's  dollar  value  of  annual  demand.  Finally, 

low  demand  items  which  do  not  have  1  demands  for  12  units  can  be  classified 
NSO  items  and  although  stocked,  they  are  not  subjected  to  noimal  forecast  i  tig 
and  requirements  computations. 

'  1  )  Generic  Forecasting.  Chapter  2  r>  of  P!  .AH  4140.2,  Volume 
TT,  documents  the  DPSC-T  use  of  generic  forecasting  for  program  oriented 
items.  The  procedure  involves  the  use  of  size  tariffs  to  divide  the  generic 
forecast  to  Item  forecast.  DPSC-T  lias  had  some  difficulty  maintaining  the 

tariff  and  attributes  6.1  percent  of  its  backorders  to  tariff  turbulence. 
However,  the  performance  of  the  tariff  appears  satisfactory  in  face  of  the 
large  number  of  items  in  a  generic  (sometimes  over  100  items)  and  the  small 
forecasts  being  divided  (In  some  cases  rounding  significantly  affects  the 
forecasts  assigned  to  items). 

(2)  VIP  Forecasting.  SAMMS  h3s  always  had  the  capability  to 
designate  an  item  VIP  and,  thereby,  assign  monthly  forecasting.  In  addition, 
SAMMS  now  provides  for  monthly  forecasting  without  the  VIP  designation.  The 
reason  for  this  capability  is  the  assumption  that  increasing  the  frequency  of 
forecasting  improves  the  forecast"  However,  this  assumption  may  not  always  be 
correct  as  increased  frequency  is  more  adept  to  pick  up  random  variance  in 
demand  and  treat  it  as  part  of  a  trend.  DGSC  recognized  this  and  has  opted  for 
annual  forecasting  of  low  demand  Items  whose  random  demand  variance  could 
unnecessarily  impact  forecasts. 

(A)  Percent  of  Nonrecurring  Demand.  In  SAMMS,  low  and 

medium  value  items  a  re  IDO  percent  of  their  nonrecurring  demand  in  their 
forecasts.  For  high  value  items,  individual  item  percentages  are  computed  by 
dividing  the  sum  of  the  two  lowest  quarters  of  nonrecurring  demand  hv  the  sum 
of  the  last  four  quarters  of  non  ret  uvr  i  ng  demand. 

(4)  Improving  Grouping  for  Forecasting.  The  review  team 
believes  that  grouping  for  forecasting  could  he  Improved  as  follows: 


(a)  Items  .slum  Id  be  grouped  according  t"  their  impact  on 
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(c)  DGSC's  annual  forecasting  or  semiannual  forecasting 
should  be  tested  to  determine  the  optimum  procedures  for  i nrorporat i ng  them  in 
SAMMS . 

(cl)  The  procedure  for  assigning  percent  of  nonrecurring, 
demand  should  be  reviewed  for  possible  improvement. 

A.  Controls  on  Adjusting  Item  Forecasts.  Since  demand  forecasts  in 
OLA  are  less  an  optimum,  Item  Managers  (  IMs)  who  are  charged  with  the 

responsibility  of  maintaining  item  performance,  exercise  their  authority  to 
chance  individual  item  forecasts.  While  at  the  TCPs,  the  review  team  talked 
will  cm,’  e  I  Ms  and  learned  that  their  distrust  for  the  system  forecast,  caused 
them  at  the  time  of  buy  to  compute  a  new  forecast  using  the  last  four  quarters 

of  demand  (the  only  historical  information  available  to  them).  Since  the 

backorders'  impacts  of  this  are  unknown,  the  review  team  investigated  the 

controls  on  adjusting  system  forecasts. 

a.  Service  Controls  on  Adjusting  Item  Forecasts.  The  review 
team  extracted  the  following  information  on  Service  controls  on  adjusting  item 
forecast  s  from  the  "UoP  Stockage  Policy  Analysis  Report:" 


The  demand  base  period  may  be  set  to  6,  12,  18,  or 

2  4  months  by  the  TM.  Average  monthly  demand  and 

program  requirements  may  be  frozen  up  to  one  year. 

Atr  Force 


rrrors  in  quantity  or  frequency  of  recurring  demand 
can  be  corrected  by  the  IM. 

Wav  v 


Recurring  maintenance  demand  average  and 
overhaul  demand  mav  he  updated  bv  the  TM. 
the  system  requisition  average  may  be  updated  by  the 


recur r i ng 
1,  i  kewi  se  , 
TM  . 


in  summai. •,  each  o|  trie  Services  permit  changes  t  •>  forecast  s  at  the  TM  level. 


b.  nbA  Controls  on  Adjusting  flem  Forecasts .  M  so  :  rom  the  "PoP 
Si  iV<  age  Policy  Analysis  Report,"  the  review  team  extracted  the  following 
in:  inf.V  i  m  levels  of  authority  required  to  adjust  factors  involved  ip. 
1 o recast  i  :v  : 
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c.  Need  for  Expanded  Controls.  IMs  must  have  the  authority  to 
enter  knowledge  which  they  might  possess  on  increasing  or  decreasing  demand  or 
to  correct  forecasts  which  are  had  1 y  out  of  track.  However,  this  authority  can 
be  overused  owing  to  a  general  distrust  of  system  forecasts.  Perhaps,  this 
could  be  controlled  by  adopting  the  following  level  of  authority  scheme. 

LEVEL  OF  AUTHORITY 

1  tern's  Backorder  Potential 
how  Medium  High 

Item's  Low  IM  IM  BC 

Long 

Supply  Medium  IM  iM  BO 

Potential 

High  BO  BC  DO 

TM  =  Item  Manager  BO  -  Branch  Chief  DO  =  Division  Chief 

7.  Communication  with  Prime  Customers.  All  of  the  TCPs  cited 

improved  communication  with  prime  customers  as  one  way  to  improve  forecasts. 

Although  such  comimmi  cat  i  on  can  help  1 1  cm  management ,  it  may  not:  yield  improved 
forecasts.  The  experience  of  Ot.SC  with  its  Customer  Demand  Analysis  Data 

program  illustrates  why.  Under  this  program,  DC  SC  identified  and  contacted 
their  top  100  customers  and  asked  theta  tor  forecasts  of  future  demand  for  DGSC 
items.  The  oust  outer  responses  were  unit  stable  as  they  responded  either  with  the 
fact  that  they  art  merely  passing  orders  from  lower  retail  levels  or  with 

historical  data  which  DCSC  had  already.  The  latter  is  understandable  since, 

retail  levels  rely  on  historical  demand  data  to  forecast  future  demand. 

8.  Customer  Resea  t  eh ■  In  private  industry,  large  firms  study  their 

customers  and  potential  customers  to  detoiTnlno  what,  they  should  manufacture.  A 
failuri  to  consider  the  future  demands  of  their  customers  could  translate  into 
a  crippling  financial  loss  as  illustrated  in  the  recent  experience  of  the 

American  automobile  industry.  Although  DI.A  does  not  have  the  profit  motive,  i  i. 
too  is  in  the  cosiness  oi  mu.  *  in:  future  customer  demand .  In  our  case,  a 

failure  to  conoid*  r  the  I  at  are  demands  of  out  customers  could  translate  into 

an  expenditure  of  funds  for  materiel  which  will  not  he  demanded  as  expected  or 
never  di-inn  nde.i  .  For  t.  h  i  •  reason ,  tic  review  team  feels  that  a  need  exists  to 
develop  a  customer  resear. h  capability  to  provide  the  following: 

a.  Analyses  of  Long  Term  Demand  Trends.  Forecasts  can  be 

improved  by  i  >>  orn"f  a i  i  ng  long  term  t  rends  i  i  and  when  they  exist  .  Analyses  of 
1  orig  term  demand  trends  could  involve  defining  m>  period  icily  in  <L*raand  , 

impacts  oi  weapons  systems,  phase- in  and  phase -out,  and  the  shape  and  length  of 

t  rends.  h.r  example,  an  analysis  oi  demand  tor  class  of  aircraft  parts  could 
show  a  cyclic  peak  in  demand  every  five  year:;.  i'haf  knowledge  could  be 

incorporated  in  the  torecast  for  that  class. 

b .  Analyses  of  New  Product  Demands.  Forecasts  can  be  improved 

by  i  ncorpora  t  i  ng  tuture  trends  In  demands.  There  i  no  reason  to  believe  that 

demand  t  rends  a  r.  static.  I  n  t  id  ,  t  i  <*  I  d  i  ng  of  e.  «.  veaj  .>>>•;  t>'n:c  mav  well 
initiate  new  t  reads .  11  ?  n  t  h.  ms’.'  -'s  i  e  it  *  causes  f.r 

trends  are  idem  I  i  i  ed  ,  that  k  now  I  c-l  ;>.•  :1c  ee  I  t  'ui  ec-lp  quantity  tuture 
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treads.  For  example,  an  analysis  of  a  new  class  of  aircraft  parts  could  show 
that  they  will  have  the  same  usage  as  the  class  of  aircraft  parts  examined  In 
the  above  example.  In  this  ease,  the  five  year  peak  knowledge  for  the  old 
class  could  he  incorporated  In  the  forecast  for  the  new  class. 

c.  Analyses  of  Mission  Changes  on  Demand.  Mission  changes  could 
he  considered  a  form  of  program  data.  For  example,  If  military  exercises 
are  to  be  conducted  in  the  desert  versus  arctic  terrain,  clothing  and  equipment 
wear  would  he  different-  Although  IMs  may  be  aware  of  such  changes,  when  that 
information  is  obtained  and  how  ft  can  be  used  to  predict  demand  are  important 
forecast i ng  considerat ions . 

d.  Analyses  of  Obsolescence.  .lust  as  ft  is  important  to 

recognize  future  demand  for  new  products,  it  is  Important  to  predict  the 
oh  sol  escer.ee  rate  of  old  products.  Although  decaying  demand  on  certain  items 
does  not  deter  performance  on  those  items,  ft  does  deter  overall  performance 

by  occupying  funds  which  could  be  better  applied  to  items  with  active  demand, 

obsolescence  is  a  factor  in  defining  procurement  cycles  but  its  current, 

computation  needs  improvement  (see  paragraph  1 1  I  .  F. .  1  .  e  .  )  . 

.  hate  Receipt  of  Materiel.  Whenever  stock  or  order  does  not  arrive 
when  expert  >>.| .  t  lie  potential  for  backorder  exists.  This  is  because  stock  is 
ordered  according  to  the  ieadtinte  of  record.  If  the  recorded  lcadtime  is 
unrealistic  or  it.  the  contractor  fails  to  deliver  stock  in  the  recorded 

leadtime,  on-ienu  stocks  may  he  exhausted  and  backorders  accrued.  As  shown 
ourl;t,  delinquent  deliveries,  extended  leadtimes,  and  contracting 

(I  i  f  t  i  cu  i  t  i  es  arc  thre«.«  of  the  top  four  causes  for  backorders.  The  review  team 

exam i ncJ  1 1  nods  in  jetdtlmes,  how  they  are  recorded,  and  reasons  for  contract 

del  i  tiquetu-  ie*. .  oni  eui  i  ng  difficulties  include  pre-award  problems,  cancelled 
.  out.  r.t  ■  t  ,  non.-  >tU  roe  table  purchase  roque*  s  (Pits',  and  specification 

p  "vc. .  riies*"  difficulties  result  in  extended  leadtimes  or  delinquent 

. si.  .  }'<-  this  reason,  the  review  team  did  not.  discuss  contracting 

1  :  f  f  i  ult  !■  *’■  a;  a  separate  topic. 

■  cndi-d  i.oadt  iir.es.  As  fisted  ;c.riie>,  'M.A's  inability  to 

'  *  ■  r .  ■  ■  1  ’  ie.  {times  in  the  third  leading  cause  of  backorders.  headtime 

■a*  Tit  ’'i*r  if  i  omp.  "tert  «;  as  ’Must  rated  in  Figure  1.  Tin-  two  main  components 
•'  r<-  '.  1  on  Phi'.  r .  ••*  l  cu  team  examined  both  and  itow  they  .ate  recorded. 

.* .  Af.T .  The  first  motor  component  is  the  •'  I.T  defined  as  the 

:  .nil-  i.,.*r.  .  i  h.*i  wen;  1,  it  ion  oi  the  recommended  buy  and  t  in-  date  oi  award, 

"he  ,  r  .  ur..,i."*  administrative  leadtime  (FAIT)  is  a  subset  of  the  M.T  .and 
east, re*-  t  «...  !  ore  t  !v  PR  is  in  the  Contracting  Directorate. 

1  ;  •  *  n  d  .  Throughout  Di.A,  AIT  d.avs  and  .h>l  lars  committed  to 

'  1  .  n  ’nee  !•' V  ,r)7S  a*-'  stvawn  in  Figure  .  Dollar  i  no  >  eases 

!  m  .  ,  ■  in.  .a  .  ;ci  •.  i  r  oi  ,  i  nr  reason,  due  t  •>  i  ni  1  at  t  on  ,  .  o  id  i  n<*  reuses  in 
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Figure  i 

TRENDS  IN  PRODUCTION  LEADTIMES 


(V)  ' improvements .  A  number  of  recommendations  for  improving 

ALT  have  const'  up  i  n  the  past;  namely,  additional  personnel,  more  automation, 
workload  level  inn,,  and  "hanging  thresholds  for  large  and  small  purchases  for 

SASPS  f  and  SASPS  fi  A  recent  study  performed  by  the  Logistics  Management 
institute  (i.MI)  entitled,  "Procurement  Workload  versus  Workforce — A  Growing 
Imbalance,"  found  that  procurement  workload  increased  significantly  in  both 
size  and  complexity  between  1975  and  1980  while  the  procurement  workforce 
increased  at  i  lesser  rate.  The  study  summarized  reviews  of  conditions  at  15 
Doi)  procurement  ictivitios.  The  study  recommends  immediate  action  to  increase 
the  number  of  .roeuretnent  personnel  where  needed;  to  keep  better  records  of 
work  in  proces  ;  to  increase  automation;  and  to  develop  work  measurement  and 
manpower  utilization  and  projection  systems.  All  of  the  above  recommendations 
could  improve  at  ALA. 

h.  PI  i  .  The  second  component  of  the  total  leadtime  is  the  PI.T. 

This  is  fh‘-  tine  interval  between  the  award  date  and  date  of  the  first 

significant  receipt  of  materiel  into  the  supply  system. 

(1  Trend.  Throughout  DLA  ,  dollars  invested  in  PI.T  have 

i  iii  •  i  *•;’?>  ed  ••  i  no-  i'V  '975  as  shown  in  Figure  7.  Uol’ar  increases  include 

'  nc  t  in  ntr:  .-.a :  -,c ,  increases  due  to  i  nt  : '  -at ,  .  i  mi  i  ncr.  isos  mi  stats’,  a! 

>r :  •  a  ! ;  i  v  •  i  nc  reused  U  WP.SC  and  ')!  S-’  is  -d  own  in  figure  7. 

(1  )  Reasons.  Some  reasons  for  extended  Pi T  are: 

(a)  market  conditions  and  transportation, 

(hi  labor  disputes, 

( c)  competition  with  private  enterprise  for  manufactured 
good s , 

(dl  reduced  vendor  inventories, 

i  et  great  or  reliance  on  manufacturers  versus  distributors 
tor  some  Items,  and 

.  •  1  increased  DLA  role  as  retailer  (i.e.,  more  nonstocked 
item.';  with  sma  1  J  i  j  n ,  1 1 .  t  i  t  i  *'s  being  procured). 

1  ')  Improvements.  PI  .A  can  make  improvement  s  to  affect  the 

upwiri  i  rend  in  Pl.Ts.  Pl.Ts  could  he  reduced  by  ottering  price  incentives, 
wn  to  .  .  i  o.i '  .  for  accelerated  deliveries  on  negotiated  contracts.  Pl.Ts 

could  he  reduced  ay  considering  manufacturers’  product i on  cycles  in  the  buying 
d*  <  i  i  a.  svi!  pa  rag  ran  T  T 1 5 1 1  l  . )  Another  way  to  reduce  PI.T  is  to  reduce 

.  c"  ■  o  .’e  r  n:r-<  •  <•  ntsed  reasons  for  delinquent  deliveries.  (Pee  subparagraph 

L  i  :•  •  '’v,  a  a  extrinsic  forecasting  T  eebnique  f  ot  PI, Is  (See 

sahp  u  '  ’  1 1  should  be  fog;  od  to  sec  it  j*  u  I  ;  yield  better 

.  .  ■  omt-u  t  a  t  i  cats  of  Lead  t  i  me .  Stopping  ,.r  t  ev.'i  s  >  ng  the  upward 

" •  a  :  ■  i  :  ’ 1  ;  :  •  import  an?  !  c>  r<  i  ag  pi.  kei  d  •  -  ;  !  i  ::v" s  :  men t  i  i 

lead'  i  r.t »  '  i  i  ••  o.  if  el  V  Levels  (  see  car',,  '■  :  •:  re'  1 1  i  oicsh  l  p  bet  wen 


leadtime  and  safety  level).  However,  some  reasons  for  changing  leadtlmes  are 
outside  DLA's  control  and,  therefore,  (t  is  important  to  accurately  predict 

those  changes,  especially,  extended  lead  time  which  result  in  backorders. 

(1)  Current  Procedures.  Chapter  32  of  DLAM  4140.2,  Volume 

II,  documents  the  procedures  for  computing  current  ALTs  and  PLTs .  The 

procedure  is  to  smooth  or  average  the  leadtime  observations  from  the  latest 
representative  buy  into  the  old  leadtime  with  a  smoothing  constant  of  .67. 
Except  for  items  procured  with  a  requirements  type  contract,  ALTs  are 

constrained  to  a  minimum  of  30  days.  PLTs  are  computed  twice;  first  with  the 
contractor's  estimated  PLT  at  time  of  award  and  second  with  the  actual  leadtime 
at  the  time  of  first  significant  delivery. 

(2)  Improve  m.nts .  Although  the  above  procedure  Is  referred 

to  as  a  procedure  for  keeping  leadtimes  current,  it  is  not.  Even  without  the 
smoothing  technique,  using  the  latest  lend time  for  the  current  leadtime  may  be 
unreal  i  st  it*  as  the  latest  buy  will  always  he  after  the  fact  and  may  be  up  to 

three  years  old  (given  maximum  proem  emend  cycles  of  three  years).  Use  of  ESC 
leadtimes  or  other  item  group  lo.vu  iir.es  tr.av  improve  tin*  age  of  the  latest  buy 

but  it  will  not  alter  the  fact  th.t  the  latest  buy  is  history  and  may  not  be 

current.  Borrowing  from  the  pro.edure  for  updating  standard  unit  prices, 

possibly  leadtimes  could  bo  updated  with  annual  leadtime  change  factors.  Tn 
the  case  of  ALTs,  the  factors  could  be  based  on  contracting  staffing  and 
procurement  innovation.  In  the  case  of  PLT,  market  research  could  be  used  to 

develop  factors. 

2.  Delinquent  Deliveries.  There  are  primarily  two  basic  types  of 
reasons  for  delinquent  deliveries:  contractor  caused  reasons  and  Government 

caused  reasons.  A  draft  study,  "An  Analysis  of  Contract  Delinquencies,"  dated 
April  1931,  prepared  In  DLA-PKS ,  funned  the  fouudat ion  for  the  team's  analysis 
of  the  delinquent  delivery  problem. 

a .  Contractor  Caused  Reasons .  The  contract  may  cause  a 
delinquent  delivery  in  two  ways.  On  the  one  hand,  the  contractor  may 

intentionally  delay  delivery  by  placing  a  high  profit  non-.overnment  order 
ahead  ot  t  hi  Once  rnment  rider  since  hr  d*‘es  not  usually  get  penalized  by  the 
<  • '  r/e  r  nmo  1 1 1  for  late  del  I  «•••;•  i  on  sin  ill  pul  chases  .  An  the  other  hand  ,  the 

contractor  may  actually  plan  to  deliver  the  stock  on  time  but  because  of 

reason?;  bevon-1  his  cord  ml  or  his  ;>:><-  r  manager.. -id  ,  ’he  stock  will  not  be 

delivered  on  t  i  me  .  Reasons  t<  r  root  tart  or  caused  de  1  i  nqueiH  de  1  i  ve  tries  are: 

'  1  )  siiheiui’  la  tor  delays  in  furnishing  parts, 

(?)  cent  fide,  ir.vi  t.U'iliiy. 

(  '  !  raw  m  i  •  i  .  a  ‘  .  :■  .  r !  . .  s  , 

(  »  )  :  i  c  l  I  I  1  !  v  :  r..bl  mis  . 

(  3  '  c  on  t  r  a .  :  .  .  •.  :  .  .  r  , 

(6)  sh  i  p  a  Mil;/ i  ■  ou  >  <  •  -ris. 


(7)  noneconomic  production  runs,  and 


(R)  labor  problems. 

b.  Government  Caused  Reasons.  There  are  a  number  of  government 
caused  reasons  that  will  contribute  to  the  late  arrival  of  a  shipment.  They 
a  re  : 

(1)  late/nonreceipt  of  award, 

(2)  government  clerical  errors, 

(T)  t echni ca 1 /qual i ty  problems, 

(M  shi pplng/ i nspect ion  problems,  and 
( '> )  cancelled  contracts. 

c.  Improvements.  In  order  to  reduce  delinquencies, 

are  cuirentiy  develop!  np.  a  number  of  new  programs.  in  addition 
pro,  caui  s ,  t  i.e  ICi's  u  i  ..>o  have  other  recommendations .  T01  it  the  new  pr< 

ice.  ...icie  ;i,  i .  1  ■  >  are  listed  below. 

(1)  New  programs: 

(a)  Computer  program  to  aiett  contractors  to  awards  they 
should  have  received,  especially  for  manual  purchase  orders. 

(b)  Efforts  to  reduce  the  admini s t rat i ve/ c leri cal  errors. 

(c)  Computer  program  to  try  to  clear  dreg-end  balances, 

w  h  o  n  o  v  e  r  possible. 

(dl  Program  to  eliminate  MOCAS--SAMMS  incompatibilities 
•  nt'i  i  apf’V"  r  hi'  transmission  of  shipment  performance  notice  (SEN)  information. 

(2  )  Recommendations: 

(a)  Abolish  cont  ra<  tor  is  list  d  ,  n  our  item  records 

and  use  t  tie  emit  rnci  nr':;  best  realistic  delivery  date,  especially  for  DVDs. 

(b)  Change  the  F-lfl,  ’‘Contract  Delinquency  Report"  to: 

(!  )  breakout  delinquencies  by  PV’is  and  stocked  * 

i t  ems  . 

( .’ )  break  out  ago  categories  1  r  Id  ,  Q|  -laf\ 

1  *>  1  +  day  g  roe.  ping,  s  t  c.  increase  visibility  on 
ol  de  r  deli nque ne i e  s . 

(  d  )  A  i  1  ow  select  ive  printing  (if  individual  :g  i  up 
;  a  t  ego  r  i  1  . 
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(c)  Develop  a  policy  letter  to  encourage  TCPs  not  to 
award  contracts  to  vendors  with  poor  performance  records. 

(d)  Increase  use  of  bilateral  awards. 

(c)  Increase  use  of  termination  for  default  procedures, 
particularly  with  chronically  late  contractors. 

(f)  Develop  a  contract  clause  requiring  premium  shipping 
on  all  Late  deliveries. 


(gl  Increase  personnel  resources  to  be  used  to  develop 
new  sources  for  sole  or  single  source  items. 

(h)  Increase  elforts,  in  conjunction  with  Supply 
Operations,  to  minimize  status  and  expedite  requests  going  to  the  Contracting 
Di rectorate . 

(i)  Discontinue  routine  mailings  of  F-38  Report.  Use 
resources  to  work  90-*-  day  delinquencies  and  clear  up  erroneous  delinquencies. 

(  j)  Trier,  use  demands  for  monetary  consideration  in  return 
for  extended  delivery  dates;  small  purchases  should  include  delinquency 
disincentive  clauses  that.  assess  automatic  monetary  penalties  for  late 
delivery . 


D.  Investment.  Increasing  or  decreasing  the  dollars  to  manage  items 
should  impact  on  the  rate  of  backorders.  However,  tile  question  is  how  to 
best  allocate  the  dollars.  Should  dollars  be  allocated  to  safety  level  stocks 
to  protect  against  Increased  leadtime  demand  or  should  dollars  be  allocated  to 
procurement  cycles  to  reduce  the  number  of  times  an  item  is  in  a  potential 
backorder  position?  Or  could  the  dollars  better  he  spent  on  ICP  operations  and 
maintenance  (O&M)?  The  review  team  examined  safety  level  investment  versus 
backorders,  procurement  cycle  investment  versus  backorders,  O&M  investment 
versus  backorders,  and  TCP  procedures  for  handling  budget  restrictions. 


1  . 

requ i rement s 
backorders . 
safety  level 
safety  level 


Safety  Level  Investment  vs.  Backorders.  in  computing 

levels,  the  safety  level  is  the  primary  protection  against 
The  review  team  plotted  the  theoretical  relationship  between 
investment  and  bin  k orders  and  historical  relationships  between 
investment  and  numbers  <  :  backorders. 


a.  Thooret  i  <  ul  late!'.  level  investment  and  Backorders.  T  n 

SAMMS  ,  the  Report  lists  the  safety  level  investment  [or  six  different 

backorders .  TCPs  can  use  this  report  to  set  the  proper  back -ardor  rate .  Figure 
'*  plots  t  he  data  or.  current  ICP  I’-Oed  Reports. 


b.  Historic, it  Relat  ionshtps  between  Safety  Level  Investment  and 
Backorders.  Rigor-?  r>  !  llust  rates  the  historical  1  CP  relationships  between 
safety  level  dollars  and  backorders.  in  burl,  ruses,  the  dollars  have  Increased 
over  time  due  to  t  ni  la  t  ion.  '!  be  on*  except  1  on  !  ?.  -7  who  uses  fixed  safety 

levels.  Since  dollars  are  not  a  rousi-lorat  ion  In  t  ixco  safety  levels, 

backorder  dollars  and  safety  love*!  dollars  need  not  c.o  •  respond  .  figure  fi 
illustrates  the  historical  ICP  rel.it  i  otish I  ,-•«  bet  w.  on  sat  el  y  level  days  and 


I  » 


Figure  5 

HISTORICAL  DOLLAR  RELATIONSHIPS  BETWEEN  SAFETY  LEVEL  INVESTMENT  AND  BACKORDERS 


FY  75  76  77  78  79  80  81  FY  75  76  77  78  79  80  81 


Level  (n.ivs  Safety  Level  (Days)/ 

jrdors  (0L‘0>  Backorders  (000) 


Figure  6 

HISTORICAL  RELATIONSHIPS  BETWEEN  SAFETY  LEVEL  DAYS  AND  NUMBER  OF  BACKORDER.' 
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backorders.  Tn  (.his  case,  the  trends  do  not  correspond.  This  could  be  due  to 
the  fact  that  late  receipt  of  materiel  is  not  considered  in  DI.A's  safety  level 
formula;  and  ,  therefore,  safety  lcel  days  are  relatively  constant  while 
backorders  increase. 

2.  Procurement  Cycle  Investment  vs.  Backorders.  SAMMS  uses  the 
classical  Wilson  Economic  Order  Quant i ty  OiOQ)  to  compute  its  procurement 
cycles.  The  objective  of  the  Wilson  F.OQ  is  to  provide  optimum  procurement 
cycle  in  terms  of  Least  con. t  .  However,  the  size  of  the  procurement  cycle  does 
impact  on  the  numbers  of  backorders  as  the  larger  the  procurement  cycle,  the 
fewer  times  an  item  is  in  a  potential  backorder  position.  lust  as  important, 
the  size  of  the  procurement  cycle  impacts  on  the  amount  of  long  supply  and 
excess  stock  as  the  larger  the  procurement  cycle,  the  greater  probability  of 
long  supply  or  excess  stock.  Table  IP  illustrates  the  relative  relationship 
between  procurement  cycles  and  safety  levels.  The  exact  relationship  would 
differ  item-by-item  sine*.  other  Item  characteristics  affect  safety  levels. 
DF.SC's  operations  research  stall  concluded  a  study,  dated  March  1981,  which 
found  :  li.it  backorders  ••oul  d  be  reduced  more  economically  through  an  increased 
investment  in  safety  levels  rathei  than  an  increased  investment  in  procurement 
c  v  c  1  e  s  • 


3.  t»5.M  I  uve.-st  •p-.-n!  vs.  is  a  r  k  o  .levs.  The  application  of  additional 

manpower  re.sonrc.--s  could  reduce  the  number  of  backet  ders;  e  .g .  ,  added  manpower 
in  contracting  could  reduce  the  impact  of  singes  in  procurement  workload  which 
extend  Al.Ts.  The  proem  em.-nl  cycle  computation  makes  the  trade-off  between 

particular  O&M  investment  and  stock  I  m,d .  figure  7  illustrates  the  historical 
relationship  between  iCP  O&M  costs  and  backorders.  f ha t  relationship  does  not 
portray  any  cause -of  I ect  relationship  The  review  team  believes  that  a 

cause-et  feet  relationship  dees  exist  but  it  cannot  be  shown  in  overall 

statistics  which  bury  mission  ihar.gus .  Move  important  \  y ,  the  trade-offs 
between  O&M  funds ,  stock  funds,  and  ha.  •to,  T-  >-e  cannot  be  shown  with  historical 
statistic;;.  '  f  these  t  rad*  •  of  i  s  :>i<  import. ml  ,  as  the  review  t-.-.un  believes 

tliey  are,  the  need  exists  to  const  >  ucl  l  mode  l(,  s.)  of  how  funds  impact  on  1CP 

performance.  The  mode  l  could  he  used  io  develop  the  •»,->, -iod  !  fade -of  fs. 

4.  I-  i  ch  edu  l  c  s  t  oi  ’diluting  S;  a.  I  Fund  Budgie  Ht  S;  riel  inns  A  1  t  hough 

!'r,A  has  lately  been  faced  with  Innig,  I  i  est  riel  i  out; ,  he  prove  hit  .is  f  <  r  hand  Li  "V 

midget  restrictions,  if  enact  ed  ,  won.’  ■>  •  mp.an  on  «  rf  o  nuance  .  The  teviev  t  etim 
examined  the  idP  procedures  and  tin.  u  d  f  -  r  inpru  ve.r.i  u* 

a.  Uu.-.  .  ;..i.  .if.  r.i<-  •:  ed  •  t  ..t  o.  k-.'  ;  mjs  into  six  major 

on  average  ri.  pi  i  s  :  i  ;  .ui  t  s  .  V  •  t  ■  - 1  1  • .  •  > .  si  ?  t  ct  t  ons  are 

constrains  ur  red-.u  a  s  procurement  s  In  t  he  (uuhei  cost  groups . 

h  .  hi  s’t  .  |  '  i  ( p  n .  1  .  - ,  ‘  •:  u  ;  •  .  •  ..  I  '  .  <’  grouped  1  t  Oil  I  s 

v-!eri  s.-ici;  e.  a  f  !  <i :  ;i’t,  i  *  •  at  .•  :  ;  <  •  und  ex  p  end  i  t  ires, 

imt  time  oire.-'ia  s  1  t  I  nt  weap-  .vrems  ..-i  .  o  ’  : -ipport  , 

e  .  IV  a  A.  Men;  -inri-  A  i  ’  y 

reduce  procu  rerneni  .  v  ie-  i  t  o.ns  which  reached  1  i;  ■  ;  .<a  . 

•  t  .  PI’S 1  ’  -  !  .  1  i  -it  1 1  I  n ..  i  i-l  ;  e  v  »  |  \  .  i;..  i  . ,  v erne t 

levels  and  reduce  p  i  ecu  r  cine  i . !  It 
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e.  DESC  ■  A  simulation  program  Is  being  developed  by  the  DESC 

operations  research  staff  to  provide  dollar/workload  impacts  of  various 
possible  procurement  cycle  alternatives  on  short  notice  in  event  of  future  fund 
rest rict i ons •  DESC  reported  that  they  would  generally  avoid  budget 

restrictions  by  justification  of  revised  requirements  or,  if  a  phasing  problem, 
advancement  against  an  approved  program.  If  it  is  a  single  end-of-year 
shortage  of  small  size,  then  their  firsL  consideration  is  to  delay  a  few  very 

large  buys  until  1  October,  allow  maximum  number  of  PRs  to  process,  etc.,  or  to 
permit  all  buys  to  suspend  lor  one  or  two  cycles  if  necessary.  Temporary 
restrictions  are  handled  by  select  i ve  procerement  cycle  reduction  involving 
least  number  of  items, leant  supply  support  risk  possible. 

f.  IK'SC.  depending  upon  Lhe  severity,  DCSC  would  develop 

techniques  to  maximize  stock  availability.  One  technique  might  be  to  reduce 
review  cycles  and  set  a  buy  priority.  Example:  Cover  weapons  systems  items 

first;  high  demand  items  t!OD  o:  mnie  pet  year)  second;  if  any  funds  left,  drop 

to  50-99  demands  pet  ear.  Pd'd  has  available  a  mechanized  program  which 

attempts  to  maximize  availability  through  a  variable  QKD  concept. 

(1  )  The  program  contains  a  management  policy  table  which 

identifies  group.;  ».f  items  f  receive  larger  than  normal  QFDs  so  the  net  result 
is  the  same  com.n  ?  tment  requirements  as  if  all  items  had  a  normal  0FD. 

(.1)  Preliminary  operations  research  simulations  are  required 
to  determine  how  to  set  the  management  policy  table.  Basically,  the  concept 

increases  QFDs  on  low  unit  price/high  frequency  items  and  reduces  QFDs  on  high 

unit  price/ low  frequency  items. 

( 1 )  DCSC  li..s  not  used  this  program  since  December  197R.  IMs 
tend,  to  resist  this  concept  when  they  are  the  manager  of  items  whir  h  get  the 
reduced  t.WDs  it  t  he  i  r  peri  onnanei  ,  In  part  ,  is  determined  hy  t  lu?  i  *  backorders 
and  supply  availability. 

g.  Seed  for  1  mproveraetu  •  The  review  team  recognized  that  both 

reducing  snfetv  levels  and  r*'d<tr  i  ng  procurement  cycles  are  only  short  term 
solution:..  The  impact  is  I  etnporary  and  may  eventually  have  a  detrimental 

impact  on  overall  system  et  fed  i  vi.-noss .  One  .solution  would  be  to  use  the  SAMMS 
sitrul.it.  i  <*n  model  t  >  test  a  1 1  r  t  ita  fives.  Another  solution  would  be  to  develop  a 
single  purpose  simulation  prog*  am  similar  fri  concept  to  the  one  DR  SC  is 
d.  velopi  -is; .  This  program  would  he  transportable  and  applicable  to  all 
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stock  directly  impact  on  the  number  >D  hackor d  t s  .  improper  level  setting 
<  on  id  increase  K.i-korb.-  r  •  aid-'  >.  prod -ire  l  ong  supple;  v-.  hilt  proper  1  e\  c  1 
setting  will  produce  the  he  si  supply  |  e  r  i  o  nr, a  nee  i  o<  en  <  h  dollar  spent.  lhe 
review  !  earn  looked  it  ‘  ru  .  ■  •  ,  n.  cm, ear  o.uu  v  !  •  . ,  s,< !  i  t  y  I  ,‘vel  s  ,  and  V/c.) 
coiiiput.it  inns;  ,j<1  ;ust  uu-.it  •  o  computed  levels;  j  i  uv  !  s  ’  oi :  i  ng  /  item  p  n  ,c,  d  •  •  r  e  c. ; 

and  s  t  ock  /  n.'its  t  ock  c  r  i  1. 1  via. 
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and  >  he  cost -ro-hold  inventory.  Since  implementation,  t lit  DI.A  F.OQ  has  come 
under  attack  and  some  variations  iiave  been  adopted  at  some  ICf's  for  some  items. 

A  d  i  sens.*:  ion  of  these  attacks  and  variations  and  of  how  they  could  he  used  to 

improve  DI.A  s  KOQ  computation  follows. 

a.  Validity  of  F.OQ  Model.  Critics  of  the  F.OQ  model  are 
normally  concerned  with  the  values  of  factors  In  the  model,  not  with  the 
structure  of  t'n  model  itself.  Proponents  of  other  order  quantity  models,  who 

do  question  tht  structure  of  the  model,  argue  that  the  cost  elements  which 

drive  the  KO()  ;iodcl  are  unmeasurable  and  the  structure  should  be  changed  to 
use  measurable  costs.  However,  DLA-LO's  examination  of  alternative  models  has 
shown ,  u | ■  to  this  point,  that  costs  in  these  models,  al t hough  sometimes  framed 
in  different  language,  can  he  directly  related  to  the  F.00 '  s  cost- 1  o-nrder  and 
cost-to  hold .  At  a  conference  of  Pop  Components  in  January  1981  to  draft  a  new 
Polii  /*140.d9,  no  new  model  was  proposed.  Although  dated,  the  FOQ  model  appears 
va 1 i d  . 


h.  Stock  Fund  Budget  Contraints.  A  criticism  of  the  F.OQ  model 

is  that  it  .-.moot,  handle  budget  restrictions.  This  is  not  true  as  budget 
rest  ri  ct  ion-,  coo  h.  handled  by  ( 1  )  adding  budget  constraints  to  the  FOQ  model 

or  }  a  i » |  >  i  v  i  :  :g  two  I  i  leal  rules  which  approximate  the  affects  of  budget 

i:.1  •  I  i  1  ,  .  si  ul.it  ton  analysis  to  determine  t  hose  rules .  ft  is 

important  to  imndl  >  budget  restrictions  in  the  cost  equation  used  to  compute 
procurement  cycles  and  safety  levels  since  such  an  approach  will  minimise  the 
impact  of  budget  restrictions  on  backorders. 

Pr>-  •  remen t  Constraints.  Another  criticism  of  the  FOQ  model 
is  tli.-.t  it  does  not  consider  the  size  of  the  contracting  workforce.  Tdeally, 
the  )  motif ;  i  <•.  designed  to  produce  the  optimal  number  of  orncuremerts  and  the 

s  f  /c  ;  :,n  'ii‘  .  ft  l  work  f  orce  should  hr  built  upon  numbpr .  However, 

for  any  mttnbi  r  <>:  reasons ,  t  he  coot  fact  i  ng  workforce  may  he  understaffed.  As 
in  the  r  i  so  or  budget  r »» s  f  r  i  c  t  t  ons  ,  workforce  limitations  can  *■  handled  by  (l) 
add  i  up  pi  cut  ft!;. -at  (  oust  ra  i  nt.s  to  the  model  or  (2)  applying  empirical  rules 
wh  1  c’:  an:>  hr,  it  e  *  h*>  •  •  ect  s  of  procurement  constraints  using  simulation 

.  '  i  i  i>.  i  '  i  >Sf  rules. 

i.  '  osi  ~t  o-Order .  A  crit  i  r  i  m  >f  *  he  >Q  model  is  that  the 

.  .  t  t  !c>  ,  established  !  n  i  0  ,  Is  :  ■  .  «  .  rat  •  .  S' eve  ra  1  of  the  I  CPs 

i  r  •  .  a  1  ie  ■  t  i  p.e  -.indies  to  updo  t  e  t 1  ■,  es!  •:*> :  I  e  .  1  he!  ltd’s  art1  us  ’  ng 

•  e  i  nob  it1  setting  procurement  workload.  IMA-  to  1-  conducting  a 
•  ■I.  t  no  f  sst-t  0--OT  ie  r  ■!:,  i  n,;  te  to,  nuen!  .  ost  •.  loped  by  t  be 

\ :  u !  i  i  Service  (!V.A).  The  Dl.A-i.O  stndv  will  r  1  so  consider  how  different 
•>.  o  older  should  he  applied  t  o  g  i  -sips  ol  (tans  which  are  procured 
nt  i  v :  e  ......  small  purchase  versus  large  purchase. 
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Resource  Management,  that  penalty  !  r.  ten  pc.cent  .  Improvements  for  computing 
the  obsolescence  rate  were  propose*:  ’  \  the  ” DoD  S lockage  Policy  Analysis 
Report  .  " 

f.  Manufacturer's  P  roduct  ion  Cycles.  The  Navy's  F.OQ  model 

includes  a  term  for  manufacturer's  setup  cost  for  those  items  where  that  cost 
is  a  cost  to  the  Government.  Although  this  cost  may  not  apply  to  the  items 
managed  by  DI.A,  market  availability  should  be  a  consideration  for  DLA  items 

obtained  from  manufacturers .  Currently,  the  EOQ  model  assumes  100  percent 
market  availability  when  In  fuel  the  maiket  availability  will  vary  according  to 
the  manufacturer's  production  cycles.  At  DPSC-7. ,  the  review  team  learned  of  an 
incident  in  which  the  I  CP  market  research  analyst  discovered  that  a  drug  was 
only  going  to  he  r/.ijlabl*.  at  lei  a  reiiuin  date.  That  information  was  not 
incorporated  in  the  buying  decision;  and  wtien  a  buy  was  initiated,  the  drug  was 
unavailable.  The  F.OQ  model  can  be  modified  to  incorporate  market  availability 
information  from  market  research  analysts. 

g.  Demand  Variance.  DhA ' s  F.OQ  model  considers  demand  to  be 

static;  i  .  ,  zero  variance.  rn  implement  ing  its  model,  DI.A  considered  EOQ 

models  with  demand  vat  i  inee  Im!  fnuuc  that  t  tie  model  without  variance 

represented  an  approximation  which  performed  equally  as  well  across  all  items. 
Perhaps  an  F.OO  mode  1  with  demand  variance  should  be  applied  to  items  whose 
dynamic  demand  patterns  keep  them  on  backorder  lists. 

h.  Annual  Buys.  A  simple  but  effective  way  of  reducing 
procurement  workload  is  making  annual  hoys  on  items  whose  normal  procurement 
cycles  are  less  than  12  months.  The  major  difficulties  of  annual  buys  are  (1) 
that  they  cause  early  commitments  of  investment  and  t2)  that  they  lend  to 
increases  in  excess  stocks  in  situations  where  demand  is  unstable  or  forecasted 
badly.  For  these  reasons,  the  use  of  annual  buys  should  he  selective. 

2.  improving  Satety  1. eve  Is  computation.  hike  procurement  cycles, 
the  computation  of  satety  ’evels  is  set  forth  in  DoD!  4140. T9.  The  objective 
of  tile  DoD  safety  level  is  to  provide  >ie  maximum  system-wide  protection  (least 
number  of  backorder.-:  on  hand )  let  the  safety  level  dollar.  it  accomplishes 
this  by  varying  the  amount  <>i  safety  level  given  to  individual  items  based  on 

the  attributes.  Table  IP  shows  how  Increases  in  item  3ttribut.es  impact  on  the 
s  i  /.i  of  i  tie  sat  -ty  level.  Hie  computation  of  safety  levels  has  also  been 

at:  o'ked  is  it  peer,  its  /*•■  o  so  let  v  levels  on  some  items.  There  have  been  and 

l  here  at.,  improvements  •  >*  ini,  m.itl.  to  '.tie  safety  levei  based  on  work  done  at 
DFSC .  Di. A -[.*)  is  current  Iv  working  or  ways  to  improve  safety  levels  for 
weapons  systems  items.  ibis  wi  i  1  .  au.se  safety  level  dollars  to  be  reallocated 

to  those  items  and  the  overall  number  nt  back  orders  may  increase.  But  the 

increase  In  overall  backorders  should  he  balanced  by  improved  performance  for 

weapons  systems  items.  Real  Impr  e  e.nents  to  the  pei  ( ormaace  of  safety  levels 
will  occur  it  demand  ! o t er a s t i ng  and  leadtime  forecast i  ng  are  improved . 


Table  111.  Increases  In  I  tern  Attributes  and  Size  of  Safety  Level 


Attribute  )  Size 


Demand  ^ 
F.OiJ  * 
Demand  Variance  ^ 
Leadtime  ^ 
Uni L  Price  * 
Number  of  Requisitions  T 


Average  Requisition  Size  ‘T 


T  =  increases 
■V  =  decreases 


1.  Improving  NSO  Levels  Computation.  Tbe  rules  for  computing 

N'Sfis  ditter  l.iiniig  Dob  Components  and  among  DLA  TCPs.  The  DoD  Stockage  Policy 
Ani'.ysis  [■  epuj  >  cited  the  computation  of  NSOs  as  tin  area  for  improvement  and 
standardization.  However,  Table  9  shows  that  NSO  items  are  not  major 
contributors  to  backorders  and  what's  more,  the  major  hurdle  to  improved 
support  for  NSO  items  is  demand  forecasting.  Demand  for  NSO  items  is 
infrequent  and,  therefore,  does  not  lend  itself  to  many  forecasting  models. 
Moreover,  it  is  unstable  as  items  are  continually  migrating  in  and  out  of  tbe 
N'Sc  category.  rot  these  reasons,  the  review  team  believes  that  DLA  can  best 
reduce  bn i  :•  >rd.u ■  or  NSC  items  through  improved  forecasting  rather  than 
improved  levels  computation. 


4.  1  inproving  Control  Levels.  In  DLA,  control  levels  are  used  to 

to  serve  stock  »  or  Ugh  priority  requisitions  (sepaiate  control  levels  are  set 

for  It’d  t  and  i!  demands).  Until  recently,  TCPs  modified  the  use  of  control 

levels  by  backordering  high  priority  requisitions  for  large  quantities  in  order 
to  issue  requisitions  with  smaller  quantities.  DL4-0  ordered  an  end  to  this 
practice  as  it  validated  Uniform  Materiel  Movement  Issue  Priority  System 

(UMMIPS)  policy  to  issue  stock  by  priority  and  by  date  received.  An  increase 
in  backorders  is  expected  as  this  practice  is  put.  to  an  end.  The  DT.A-0  action 
■ms  c>r -e,»t  end  necessary  but  the  following  two  improvements  could  reduce  the 
adverse  impa-o  ; 


i.  Improve  the  Control  Levels  Computation.  Currently,  in 

eotnput  in;;  <  ■  at  rol  tut-  system  percent  of  priority  requisitions  is  applied 

to  i  I  items  ted  i  I  '  ■  levels  remain  constant  throughout  ?  n  item's  load  time, 
some  i  :  i  :;is  may  rev.-  <■  have  priority  d«  Aland  s  and  the  use  o!  control  levels  in 

t  tie  i  r  ca;:;.>  creates  ha.  k  orders .  A  long  pending  SAMMS  change  is  in  the  queue  to 

dove !  op  nr  i  or  If  y  percent  ages  by  item.  Moreover,  reserving  the  same  level  of 

stock  when  a  receipt  is  duo  in  one  day  as  when  a  receipt:  is  due  in  a  leadtime 

i  s  quest  i  i  ill, a  hie. 


to  a  iv  part  i 
this  . >nl  i  i,r  . 


a.  \p;>  I  v  incremental  Deliveries.  Whet;  DF.SC  backordered 

'!l  i  au.intlt  les,  customers  were  cunt  act  and  .»«>"•()  i  *  an 

;  i  ■  .  i  smeller  qu,  nt  i  t  v  could  satisfy  tneir  need  tint  i  1  the 

.  i  ould  be  satisfied  w  >  t  b  a  dt.e  in.  7h '  s  p  r  c  ;■  <  dove  may 

MM  i !  "■  but  it  does  Improve  overall  customer  support  at  no  expense 
:  ii  i  turner.  Perhaps  UMM  I  PS  could  be  modified  t  .)  incorporate 


5 .  Adjustments  to  Computed  Levels .  SAMMS  permits  the  use  of  fixed 
safety  levels  (normally  used  for  new  items)  and  fixed  procurement  cycles.  The 
respective  levels  of  authority  are  as  follows: 

Safety  Level  Procurement  Cycle 

DCSC  UQ  OLA  Item  Manager 

DESC  HQ  DLA  Branch  Chief 

DGSC  HQ  DLA  Ttem  Manager 

DISC.  HQ  DLA  Ttem  Manager 

DPSC  HQ  DLA  Ttem  Manager 

In  addition,  the  review  team  received  the  following  1CP  responses  to  its 
question  regarding  adjustments  to  computed  levels: 

DGSC 

Procurement  cycles  were  increased  to  annual  buys  for  some  700 
items  to  improve  supply  support.  Procurement  cycles  were  also 
adjusted  upward  ii  they  are  less  than  flu-  ALT.  No  adjustments 
were  made  to  safety  levels. 

DISC 

DISC  used  the  VQF  support  factors  to  adjust  procurement  cycles 
and  safety  levels  by  SMCC-grouped  items.  (See  Appendix  C, 
Sect,  ion  4.1. ) 

DPSC 

Medical  reduced  procurement  cv<  les  for  items  with  requirements 
cent  rue' s  and  increased  procurement  cycles  for  items  which 
require  multi-year  contracts.  Safety  levels  were  reduced  for 
shelf  i  i  f  e  items.  Clothing,  and  Textiles  used  fixed  safety 
levels,  subject  to  adjustment  by  Pis,  and  fixed  procurement 
eye i os . 

DKSC 

DESC  increased  procurement  cyt  !«-s  i  or  certain  requisitions  of 
their  SMCC-grouped  lit  ms.  'they  also  Increased  procurement  cycles 
to  take  advantage  ef  quantity  d  i  a  count  s .  '•’.fro  xatety  levels  were 

assigned  to  all  diminishing  manufacturing  .sources  t  DMS )  items. 

DCSC 
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A.  Provisioning/New  item  Procedures.  The  statistics  on 

pnH!  sioni  ng/new  item  backorders  in  Section  11.0.4.  show  a  small  percent  of 
htitkiir.lers  ire  at  t  ri  but  abl  t*  to  these  Items.  The  Id’s  reported  that  the 
backorders  tor  tew  1 1  oms  were  caused  hv  the  transfer  of  dry  or  inadequate 
pipelines  and  backorders  for  provisioning  items  were  caused  by  requisitions 
prior  to  the  date  o!  support  or  poor  provisioning  demand  forecasts.  The  low 
number  of  backorders  could  he  attributed  to  the  two  month  safety  level  given  to 
prov  i  s  i  on  i  ng/’  new  Items.  Tiie  review  team  believes  that  a  backorder  improvement 

in  this  area  id  come  through  improved  forecasting. 

1 .  S . ock/Nonstock  Criteria.  The  criteria  used  to  classify  an  item 
stoct.-'d  ..it  non  Si  netted  does  not  impact  on  the  number  of  backorders  on  stocked 
items  except  when  a  nonstockcd  item  is  initially  classified  stocked.  At  that 
point,  materiel  Is  not  normally  on  hand  and  all  requi  si  t  ions  are  placed  on 

navk order  •.  i-sm  direct  delivery  until  a  materiel  due  in  is  received.  DLA-0 

has  initi.  ted  action  to  delay  nut  L  f  teat  ion  ol  s lockage  ciassi fi cat  ions  until 
stock  is  i,n  :  i.->  i  :d  ,  Although  the  criteria  does  not  impact  backorders  on  stocked 
items,  it  dues  impact  on  overall  HIP  requisition  responsiveness.  That  is,  once 
an  item  is  classilied  nous tucked ,  requisitions  against  that  i t cm  are  filled  in 
i  unger  time  period  <  t  rice  they  are  procurement  att  1  ons  not  depot  issues.  An 
imp  --tan!  second. icy  Impaci  is  that  increased  reqn  i  s  i !  i  on.-  for  sens  tuck  "d  items 

■  i  .■  ■  •  •  •  '..•o'  ,  'r'-'-ai  '-’hich  coed)  in  tor''',  del  av  rr  eipt  of  materiel  f ->r 

;l  ockr-d  iien'..;.  IH..A--0  is  currently  developing  new  Pd, A  storift  nonstock,  criteria 

whirl'  will  i  I  ude  these  considerations. 

.  Depot  Operations. 

!.  f'rrcnt.  Program.  DCSC  developed  a  program  of  identifying 
Kart- ordered  items  when  they  come  off  the  trucks  for  expedite  handling.  DC  SC  is 
its  1  ng  a  rur.ipui  •' r  >  red  cross  listing  of  backordered  and  duo-  f  n  materiel  and 
onp.ifii'g  it  manually  to  receipts.  Materiel  on  t  tie  backorder  list  is 
conic  ■•■■iioiil  1  v  st  am  pod  with  a  red  "expedite”  and  put  aside  for  fast  handling  and 
.'pt'd  storing.  a  savings  of  several  days.  To  further  improve  this 
,  'H’k  i  -  •  nr  rent  '  •••  testing  a  procedures  automating  this  manual 

To  r  ,  heck  i  ni-  '  om-'i!  t  <■  r  >  rrrf  cross  list  1  up,  with,  re  re;  'tS.  '1  IIP  new 

•  '  ■■  •'  •  •  i  ict  I  ng  h.Voi  .■:(,!  data  and  placing  it  into  the 

'T!-.’'  i  :  .  '•!  h  i  r  ■  '-n  a  r  i  ca  1  1  y  identifies  h.i.  k  ordered  receipts  on  the 

;  i  ,.  >  •  ■ :  1  •<•••  i  .  ■' !■•  in-  eel  spec  fa  !  i  i  test  hand  l  Ing  .  if  this 

'  ■'  ■'  '.mi  ess:  ii  II.,  i>  wi  I  i  h"  i  "  a  ■  •  e  i  ,  ■  I  hv  hOSc  and  might 
live  1  ■ 1  i  ’ '  t  .  ’  •'  v  I  e  l  em.  I  i  ;  I  i  ng  depots. 

•'•it  »  rit  i  a,  1  "rogracs.  rh  i  v.  spCi  i.-lixed  tast 
i  i  ' .  i  I  •  np;  '  •  •  '  • !  •  •  n  '  1  .  1  k  v  k  ■ .  r  I e  r  1  , -ni s  ’  h f •  • . . 

. .  '  lot  i  a  ‘  i  !  i  h!  ,i  i  r  spi  e  i  a  I  ha  rid  1  i  ng  . 

•  ■  a'.  il.  hi  ree  t  . .  n  t  .  ■.  ,  ,  attest  Management 

• . .  !  !  ;  ,  j...,  .  t(. 
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want  to  determine  the  workload  generated  by  those  procedures  for  both  DCAS  and 
the  ALCs  before  expanding  the  prog! am.  The  OCAS  assistance  would  consist  of  an 
on-site  visit  by  a  OCAS  representative  prior  to  the  COD.  He  would  determine 
the  probability  of  an  on-time  or,  '!  possible,  an  early  delivery  for 
backordered  items.  A  one  t  i.ne  status  report  would  be  sent  to  the  appropriate 
ALC.  Special  attention  would  then  he  given  to  these  contracts  until  they  were 
shipped.  Belays  in  delivery  would  he  promptly  reported  to  the  Al.C  concerned. 
Procedures  similar  to  these  are  currently  in  affect  between  BCASR  Los  Angeles 
and  Sacramento  ALC.  The  results  of  this  OCAS  Initiative  need  to  be  monitored 
closely  since  the  procedures  could  potentially  he  applied  to  OLA  and  the  other 
Services . 


H.  Backorder  Management.  The  procedures  for  reporting  and  managing 
items  on  backorder,  or  potentially  on  backorder,  impact  on  the  time  on 
backorder  as  well  as  the  number  o!  backorders .  Intensified  management,  e.g., 
expedited  deliveries  for  backordered  Items,  reduces  the  time  on  backorder  and 
avoids  future  back  oriel  s .  H.  ko  •'dei  >  epon  s  should  serve  to  put  backordered 
items  in  priority  sequence  and  i l lows  IMs  to  know  which  items  to  center  their 
attention  on.  The  review  team  examined  i'-P  backorder  reports  and  procedures  to 
see  if  a  need  exists  tor  standardization  or  expansion.  Finally  the  team 
reviewed  how  backorder  zests  nr-  .*•<.•  t  lot  the  ICPs. 

1.  i>,H  V  ordt*  i  Keport  s  .  1  n  spouse  to  its  request  for  information  on 

backorder  reports,  the  review  t  earn  war  p  rov i ded  the  following: 

a  .  Head;pia  rte  i 

( i  )  RCS-.’b,  "Management  It)  t  a  Report."  This  report  lists 
materiel  <  b  I  !  ga  t !  o.ns  e*t  abl  i  sited  ,  stocked  i  It  ms  ,  and  outstanding  stocked  items. 

(2 >  HCS-BL,  "Supply  Availability  and  Workload  Analysis 
Report . "  This  report  lists  by  service  and  then  by  priority  group  the  following: 

(a)  materiel  obligations  establ i shed  (s'oeked  items  by 
Stt"  :  ‘  nl  yd  , 

i  h)  man  lie)  T>)  1  gat  i  ,,-ns  outstanding  by  age  category, 

( c)  backorders  against  stock  replenishment  outstanding  by 
jge  category, 

(d)  iiVUs  i  m  t  •  and  f  n>»  by  age  category. 

(  e  )  t  eq  1 1  i  s  1  t  ion  1  i  ur s  0  e  )  ay  ed  , 

(  i  :  hack  :  rd  e  t  s  ag;  i  ns  t  stock  r»>p  \  •  nishmmt  , 

(gl  B.’.h  es!  1  she -i 

(  h  '  ,t  •>.  !>  ti  s  with  ju.it  eric:  obligations  established 

■'  hv  so  i  VI  ,-  eui  vl 


(1)  stock  numbers  In  zero  balance  with  materiel 

obligations  outstanding  (by  Service  only),  and 

(k)  materiel  obligation  cancellations  effected. 

(3)  "Selected  Data  Management  Report  (SMDR).”  This  report 
lists  the  following: 

(a)  materiel  obligations  on  hand  economic  order  point 
(E00)  (stocked  items), 

( b)  average  number  of  days  to  release  materiel 
ob 1 i gat  ions ,  and 

(c)  stock  aval labi 1 i tv . 

b .  SAMMS. 

(  1  F-fi7,  "Supply  Availability  and  Workload  Analysis," 

?.']  i  -SR,  "Backorder  Age  Summary," 

(1)  F-220,  " FSC  Sequenced  Supply  Effectiveness  Report," 

ind 

( '* )  .“-31,  "1,1st  ing  of  Items  Placed  on  Backorders." 

c.  IX'-JtC, .  OGSC  has  the  following  backorder  reports  which 

It!.' ri  bed  in  Appendix  R,  Section  4  .m. : 

(11  "Backorder  Position  Report," 

(2  '  "Backorder  Position  Report  -  Top  200  NSNs," 

31  Top  ?D0  NSNs  with  the  Most  Backorders  Established," 

(41  "Top  boo  Oldest  Backorders," 

1  •>  '  "  asinmer  t'cmand  Analysis  Data," 

•  ‘  hid.  with  Noni  sui’.ahl  e  Condition  Codes  aad  Backorders, 

i  nti 

t  Int tonsils  vs.  t’.a  r-ko  i  .le  rs  . ' 

•  o|  Si;  .  1)1  has  the  ‘  ■!  loving  backorder  reports  which 

I.  si  :  :  ,\::p  •lid  i  •••  1  ,  Section  4  .  m .  : 

\  1  )  '  Back  e.  r<le  i  \na i vs i a  Management  Summn rv , " 

( ■  Supply  Management  Category  Cedes  (SMCCl  Report 

'  1  :  Cli-41  -  Backorder  informat  ion  as  Relatin'  to  high 

L  rmpienc  V  (  !  f*i;i s  ,  " 

4  'i 


a  re 


(4)  "High  Value  Backorder  Listing,”  and 


('?)  "Oldest  Backorder  List  lug  (pending).' 

e.  DPSC-T .  DPLC--T  has  the  following  backorder  reports  which  are 
described  in  Appendix  D,  Section  4.m.r 

(] )  "Daily  Report  of  Materiel  Obligation  Variance," 

(2)  "Consolidated  Weekly  Obligations  Listing,"  and 

(')')  "Monthly  List  of  Materiel  Obligations  over  90  and  180 
Days  Old." 

t  .  DKSO. .  DKSO  has  the  following  backorder  reports  which  are 

described  in  Appendix  K,  Section  4  .nt.  : 

(1)  "Mauagc-ment  Data  Book," 

(2}  “Month! v  Management  Information  Review,"  and 
(1)  "Daily  Operations  Report." 

g.  Ik  SC  iX'SC  has  the  following  backorder  reports  which  are 

described  in  Appendix  V ,  Section  4-m,  - 

(1)  "C'.DKl.  01l)0  Backorder  Stock  Type  NSN"  and 

(2)  “CRCii - 4 !  -  Backorder  Information  as  Related  to  High 
!•' re  i  ue ocv  I  r.  ems  . " 

2.  Backorder  P « t,g  rams .  In  i  espouse  to  its  request  for  information 
on  back  order  programs,  the  review  t  am  was  provided  the  following: 

D!  SC  has  *  be  -a! loving  backorder  programs  which  are  described 
i  ii  Append  i  <' ,  >et  (  i  on  \  . i:: .  • 

it  )  Inventory  tianagers  Brief  , 

(.’ )  CMAKi'  Team  Mn  n  tgement  , 

(  I)  View  Management  Review, 

I>t*i  i.v  't.  t :  r  i  t  ■!  I'M  Lot  i'lll  "'lid  if  ion, 

(')■  to  i  s  t  erne  i  \Jv.i,  '<!■  !' l  ng.  mm  (  pe  mi  i  ih;  1  ,  I  lie 

( h  )  open  \waids  i  e  fii  i ;; :>!  rs  (p  udiug,). 

b.  !)!'.('- A  lias  tlie  •  ol  !  ovj  eg  h  u  <  d  ’ p  re.;  rams  '•hicli  are 
described  in  Appendix  D,  Sect-  I  on  4  .  b .  : 

il  )  Keviev.  ot  ‘■'.vt-fi  I  l  f!:-  with  40  I .  I  .if-  or  Mere  on  Backorder, 


(?t  Krvif  w  nf  Kvery  lfi'm  Receiving  a  First  Time  on  Backorder 
Not i f I  rat i on , 

(  ’ )  Backorder  and  Crit  ical  Item  Review  Program,  and 
(4)  Monthly  Letter  to  Customers. 

c.  PCSC  has  the  following  Backorder  programs  which  are  described 
in  Appendix  F,  s  t  ton  4 . m . : 

(I  1  Commando r' s  "in”  Most  Wanted  Program, 

(?)  Critical  Ttom  Review  Program,  arid 

(1  )  F-m  9  Program. 

1.  Management  of  Backorders.  Based  on  the  above  reports  and 
programs,  t  he  ICP  management  of  backorders  appears  to  he  good.  id’s  are 
;u:S  ivclv  working  back  order  s  and  have  adopted  programs  to  reduce  backorders, 
programs  chief  're  tailored  to  the  ICFs'  management  styles.  Some  parts  of 
r  hose  pr,„.  r  a .  •'  g  i  m;n  i  >.  k  s  ;  e  .  g  -  ,  IK  SC  s  "10'  Most  '•••'ant  «*d  List"  and  PCSC's 
B".o  k  •?  C-M-'i  ■.  Button,"  hut  they  are  catchy  and  effective  ways  to  highlight 
backorder  reduction  as  the  major  work  objective.  The  only  improvements  the 
review  team  could  recommend  are  that  the  I  CPs  continue  to  improve  communication 
and  coord i nat  ion  between  their  directorates  (see  Section  111.1.1.1  and  that  the 
•arte,!  mannas  nui:  i  nf  orn.it  i  on  system  for  backorders  include  causes.  The 

latter  recomnu.  id. at  ion  may  not  he  feasible  due  to  the  volume  of  backorders  and 
the  comp (exit  v  i n  determ i ni  ng  their  causes.  If  it  is  infeasible,  the  TCPs 
ceuld  sample-  back,  rd,  is  periodically  to  determine  causes,  i.e.,  a  backorder 
tun!  vs  is  rogt.ut  like  t  hose  at  Of  SC  and  DPSC-A. 

4.  Loals.  Backorder  goals  for  U'.Ps  are  set  at  HO  01, A  by  the  Supply 
Opera!  i."  Pi  re- 1  or  1 1  o .  The  procedure  is  to  start  with  the  funded  goal  (90 

per. at:!  '•’  •  j  I  v' :  !1  t  '■  last  yenr)  and  ‘  o  add  points  for  management 

•  !  ;  i  ,  •  •  1  •  ;t  /•  a  r)  t  ariive  at  t  he  id’  >*><a  1  (91  percent  last 

‘  '  u  ‘  •'  .  ■  is  m  ivit  1 1  1  it,,,)  t  and  is  not  broken  down  by  weapons 

syst  •  :  it  ■  v  ••  r  ,  s  :  >•  svst  <*:«•'.  Items  although  nj  SC  has  elected  to 

a1!  I '  Ms  •  mil  ■  ••  '  •  t  •  rent  levels  nf  support  for  different'  groups 

•  d  it  ■■•■!■-.  if"  •••  M.  :•  1  1 .  yes  tin  following  Improvements  can  be  made : 

i  ■  ■  '  Mi  k  ’  r  • ,  i  ,  o.t !  >•  siioiild  he  set  tor  different  groups 

>i  s  ‘  c.’  .  is  i  ..iv  t  •  i  a  1 1  r  1 1  a  •  ■  ucuort  tor  weapons  systems  items.  This  may 

lucre  e.,..  r  he  eve,  i  !  ,  vutirde:  K.ickoid.-rs  But  It  would  direct  the  Agency  more 
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will  naturally  direct  their  energies  towards  explaining  why  goals  are  not  met 
and  not  towards  .reeting  the  coals.  A  fundtu  goal  should  only  be  adjusted 

upward  when  a  reasonable  e.<nei  tat  i  e  .!  i  •>•*;.  ovemt  ii  exist  s . 

I  .  Item  Manag.  .ant.  I M:s  can  and  do  play  a  key  role  in  working 

backorder:;.  They  can  initiate  actions  to  expedite  materiel  delivery,  offer 
substitutes,  initiate  diiert  deliveries,  adjust  forecasts  or  levels  to  include 
information  not  in  the  computer,  etc.  Dl.A  relies  heavily  on  intensified 

management  to  reduce  bu  kcideis  as  well  as  to  ensure  a  high  level  of  support 

for  weapons  systems.  This  is  r  r  tested  in  DI.A's  system  of  item  management 
where  SAMMS  works  trout  a  single  set  of  rules  for  t  orer.ast  lug  demand  and 
computing  requirements  i  eve  i  s  ■  c.d  Kir  are  given  great  latitude  to  make 

adjustments.  I  n  1  uoi. !  nv  .u  w.jvj  to  reduce  backorders  .  the  review  team 
considered  different  approaches  tt  i  tea:  management. 

1  .  S  i  1  e  -  Ku  I  e  \  .  Mull  Iple-Rule  Automated  Materiel  Management 

System.  Vo  t  tc  os  ■■>)  this  <i  isciissti  on,  a  single-rule  automated  materiel 
management  system  is  .  a  •  .  t  •  >-.• .  r  t  •>  -.lateii-l  management  system  which  uses  a 

single  sc’  ot  t\.  i  •  i  m  :  t  •-•  .lockage  policy.  Parameters  In  individual  rule 

may  di  ft  or  a  mo  ig  .  i , .«»  Co  i  !■*•  hasi  ••  rules  art  the  same .  Multiple-rule 

automat  ed  mat  os  Lei  r,.  >•:.  : .  •  t  s  in  .mtuiMt  ed  mater  tel  management.  system  which 

uses  dilferviV  cel:.  :•  L  oc  -■  age  f-t.  1  ley  rules  te,-  different  groups  of  items. 

n.  Ki  :.i*  ie-l’ulv  t  <  'mat  ed  Maja-iitl  Management  System.  A 

cone ius ion  wh i ch  can  be  drawn  from  earlier  discussions  of  demand  forecasting 

tnd  requirement:-  levels  cum  put. -it.  ions  is  that  in  the  current  SAMMS  is,  for  the 

most  part,  a  sirigle-rile  system.  The  advantages  of  a  single-rule  system  are 
ease  of  understanding  and  ad  mi  nisi  oaf  ion  and  the  ability  to  easily  institute 

policy  changes  through  changes  to  a  single-rule.  The  disadvantages  are 
inability  to  consider  special  cases  (e.g. ,  manufacturing  cycles  in  the 

coinput  at  i  on  of  procurement  eye  J  us  for  some  items),  the  uncertain  accuracy  of 

applying  a  single- mi..  to  n'i  ileus,  the  lack  of  flexibility  of  applying  a 

single-rule  to  all  item:;,  and  the  lack  of  flexibility  to  provide  In  the 

automated  system  high*-,  levels  ;,f  support  for  different  groups  of  items  (e.g., 
weapons  systems  items) 

b.  Me.  1 1  i  p  i  e-Ku  it  \ul  otnal  ed  Materiel  Management  System.  The 

di  tier*  nt  if.P  SMdi’  s>  it  •  -I:  s  a  n-  examples  of  mult  i  pic— rule  systems, 
part  iciiiarJy  the  MIS'  ,  ,  wh  i  h  .1  hist  s  *  i  *;n  •  remen’ s  levels  accord,  i  ng  to  ar. 

iti-rn's  SMCr .  ihe  a1,  mt  u. o;  <  nm !  I  ipl  c  -  ru  I  <■  system  are  the  ability  to 
consider  sp.  -  i  a  i  cases ,  nr  -  .ha  hi  e  ,.»eal  *-•)  .m  u.  icv  in  applv'iig  resources,  and 
t  tic-  1  1  e>.  i  !>  i  1  i  l.  v  to  pr.vic*  in  ihe  -■  ;•  w.a-i  •  <-d  system  higher  an.;  lower  levels  ot 

support  h,r  d  i  ,  ferciU  .•  .  -  sips  ->f  i  i  «*•••..•* .  :  .ic  c  i  s.-dvant  ages  >re  diftl  -til  tv  of 

tinders!  and  i  ng  aid  adninisir.it  i--m  •  a  ru-Toei  of  r-i 1  i  .  ,  in-  re  .el  dilficultv  to 
i  a  s  !  i  t  u  t  >  .a.',  c  e  i,  ■  i <  ..  ,  a  ,  • '  :  -  <  • :  it  1  . ,  1  -  ■  no  1 1 1  s  i  ■  m  is  I  !  :i  unti-  i  i  i  i '  i  t  i.mi  ,  *  .  in  ps? 

and  rules  could  become  s--  git  u  I  in  ;  he*  ••  .  .  a  i  a.  o'.  >  uirpiei  usi  r. 


.  -  .  1  >!  A  ’  i' 1 ,  t  i.  i  .  mii  i  1  .  d  '  ■  l  e  r  i  •  i  ' . 

1  f  the  let's  li,i'..e  adopie.l  SM'T.  .,  i'll-.:  ...I.J  .ic  si  •  i"  i 
adjust  -  AM*  i  T  decision,  I  Uf  Si  ■,:'.  in.  '  s.  ilex 

bv  a  mult  ipl  .ule  -i: .  ■  n  1 1  •  i .  i  m-  wav; 

review  t  e.l",  |  \  ,,  i  ,id  Ve.  .  ■  .  ■  S  ..  .1-,  .  '  *  !  .  U  i  •  VI.' 

resource.-.;  i  ■  ,  s  i  •  ic  k  t  u  a- 1  ini  ■  .  ,  •  j  c  i  ana 
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:  (>;'  -i  i :  i  ;  i  riant  to  start  to  standardize  the  procedures  for  determining 

item  groups  and  the  rules  which  would  he  applied  to  individual  groups.  As  is 
the  ease  today,  TCPs  would  he  able  to  set  the  values  for  parameters  of  these 
procedures  and  rule;  on  the  basis  of  Lhe  commodities  they  manage;  but  the 
procedures  and  rules  themselves  should  be  standard  across  ICPs  .  Tn  order  to 
accomplish  t  he  above,  the  review  team  believes  the  first  step  should  be  the 
initiation  of  a  stud)  to  redesign  the  SAMMS  forecasting  and  requirements  system. 

1.  n tog rated  item  Management.  All  of  the  TCPs  have  recognized  the 
impor'  aneo  r.f  he  collective  efforts  of  technical,  contracting,  and  supply 

~pe  ■  i . ;  1  i  s  •  s  [n  working  backorders  as  illustrated  by  DISC'S  SMART  team  (see 
\pp.T,fiix  •'  Sort,  ion  ?.h.).  DCSC  has  extended  the  doctrine  of  integrated 
management  i  ■  its  organization  where  technical,  contracting,  and  supply 

spe>  ;a  1  i  st  c.  physical  ly  located  together  to  work  Items.  The  review  team 

’■/  =•■  I  lev- t  ’  .r  integrated  management  can  affect  backorders  and  DLA  should 
cont  :  tmo  :  «>  (  *  >'rd  •  nate  the  efforts  of  the  different  TCP  specialists  with  the 
common  oh  ject  ive  of  improved  customer  support.  Two  new  approaches  to  improving 
coord  i  nat  ion  arc  the  DF..SC  effort  to  integrate  its  directorates'  object  i  ves  and 
r  !■(■•  ofSf  i-f  feit  to  1  nr  eg  rate  its  directorates'  goals. 

i «:  versus  Dynamic  [tom  Main gnu.1  nt  .  V.’  i  f  h  t  ?.e  exce|  t  ion  of  l  he 

••a ;  «  ••  -  ■.--I,!.  :  on,  "hA  s  lockage  policy  ruior  are  static  in  nature;  i  .  o .  , 

l  hey  assnae  -  '.si  i  M '  y  of  demand  and  unit  price.  However,  this  is  not  the  case 
uc  nd  i  t  s  co-Hi.  ted  by  DKSC  show  a  large  migration  of  its  items  between  demand 
a  t  ego  r  i  vs  For  *  hi  5;  reason,  the  review  team  believes  t  hat  stockage  policy 
>  It'  :  si  '  -s  i  :  tie  dynamic  nature  of  Dl,  \  items.  'tick  a  ecus  ider.it  ion 

■dio.i:  d  l.e  i  p  i  .•  improve  I.  lie  application  of  resources  and  reduce  backorders. 


i  >e  I  •:  f  oi  j  Ms  .  Since  TMs  a  re  given  great  i  it  f  t  ode  i  a  changing 
'■  i ;  -  - ;  *  ,  t  ty  he  helpful  to  provide  tin.,  managers  it!  t  o  i  •  i  ■  -  le-i  p 
-a.  he  toe's  would  be  analytical  and  would  he  designed  to  give  the 

!M  tin-  probahie  impacts  of  different  changes.  For  example,  if  an  1M  wishes  to 
'hence  i  in.ir'efl  /  forecast  for  an  item,  he  could  elite?  t  he  change  into  a 
.  - .  1 1  ■  1 1 1  >  *  -  ’  r  1  n-mute  terminal  programmed  to  give  him  the  new  requirements 

’  .  !.•  •’  ,-•*••••  uremenf  a  cl  tens,  i  lives!  vent  cha  rtgos ,  ind  pot  ent:  ial 

i  •  ;  "hi"  t  •  v  i  ew  loin:  b-  i  i  mms  this  type  of  tool  could  help  reduce 
bo  i  .  h .  gerni  i  '  i  nit  [Ms  i-a  check  the  impacts  oi  their  decisions  before  the 


f  a  i  ‘ 


I  n  seeking  the  causes  of  backorders  and  ways  to  reduce 
:  i-.n  found  tliat  backorders  wer<  lining  .actively  worked 
i.  "  ha  F.u  :ers  were  ..ngnlng  at  aii  levels.  However,  the 
.  ...  k  <  rde  rs  annul  h •  worked  at  all  levels  and  require 
it’  .  ’  .  'iic  ?e-  i  f.-i  a.  j'Tenatec  i  •  r  ntm  :  leas  wtii  cii 

i  :  i  an!  w  i ;  i  -  i.  -a  let  i  immi.i;  i  oi  •  in  \  ■  t  .  .  red  e  s  i  gn  . 

1  ha  l  a  h  !  e  an:  ,u'>  ic.  !  to  change  win'::  vv’r.  ■  tv  >!i 
i  •  it  is  t  "<  op!  a!  'it  •*  ihe  review  t .  ;r  liv-t  i  nit-.  -at  ion  is 
i  r !  i'ajtmve  ;H..\  hack  itdor  p<-.s  t  t  f-u .. 

..  .  ,a  r<  'in  tv!  -  i  ".a.:  . 
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statistics  which  the  review  team  were  able  to  collect  and  the  ICF  responses 
which  list  forecasting  as  the  primary  cause  of  backorders  demonstrate  the  need 
for  improvement.  Moreover,  an  improvement  in  forecasting  should  not  only 
reduce  the  number  of  backorders  but  shoo  Id  also  prove  economical  in  reducing 
long  supply  assets  and  safety  level  stocks. 

Recommendations : 


DLA-LO  expand  its  current  forecasting  study  to  include 
recommendations  put  forth  in  tills  review.  When  DhA-1.0  initiated  its  study,  it 
centered  its  plan  on  t  lie  need  foi  incorporat  t  ng  seasonality  in  SAMMS 

forecasting.  Although  the  plan  does  Include  some  of  the  recommendations  in  the 
review,  it  is  being  expanded  t  r>  include  all  ol  the  recommendations. 

DI.A  develop  a  customer  research  capability  to  predict  Jong  term 
demand  trends,  new  product  demands,  mission  changes,  and  obsolescence  of  old 
products.  The  D1.A-L0  study  wi  1  i  satisfy  the  immediate  need  of  a  study  to 

improve  demand  forecasting  in  id. A.  However,  Improved  forecasting  should  not  he 
approached  as  s  one- shot  effort  .  The  elements  which  contribute  to  our 

customers'  demands  are  riot  static  and  we  need  to  continue  our  efforts  to 

forecast  better  by  studying  t  h  >se  elements  on  a  <  c.nt  l  r.uous  basis. 

2.  Conclusion:  \  nr  teasing  ALTs  have  deteriorated  DLA's  backorder 

position.  The  statistics  which  the  review  team  collected  on  ALTs  show  an 

upward  trend.  At  the  same  time  the  ICPs  list  extended  leadtimes  as  a  primary 

cause  of  backorders. 

Recommendation:  Phe  director  of  Contracting  should  review  the 

recommendations  for  reducing  A!  is  in  Section  1 f 1  .C . 1  .a. (3)  and  determine  if  the 
upward  trend  can  be  .stopped  ,>r  ie  vised. 

3.  Cone  lusi  on;  The  Pl.Ts  of  record  do  not  reflect  actual  PLTs .  As 

in  the  case  oi  ALTs,  the  i't.f  data  shews  an  upward  trend  which  the  forecasts  of 

PLT  lags  due  to  their  comput a f i on .  This  gap  in  turn  causes  backorders. 

\er  'sterner,  dot  i  ov  0'  A  st  r*tti>!  hen  its  market  re  :  -a  rrb  rapabi  lily 

and  develop  p  rue. ...lure*,  i  >  i  rt  <  t  .i  >.■  ::ia  rV  et  end  it  ions  Into  its  i  o  recasts  of 
Pl.Ts  and  other  item  !iia:iagei,ient  pol  i  r  K-s  in  Supply  Opetal  ions.  Contracting,  and 
technical  Operations.  Although  the  review  team  found  market  research  analysts 
predicting  future  •  ha  up,  »  in  !c.i  it  i:ni  s  and  uni!  prices  due  to  market 
i  ond  it  i  ons ,  no  inec-L-ini  sm  exists  to  r.msiat  e  that  inf  orm.it  ior.  into  the 
requirements  Levels  t  ampul  ;,t  I  •.»:«, .  Moreover,  the  i  f.P  market  research  ennabi  1  i  t  y 
consists  of  one  individuii  who  publishes  newsletters  on  market  information 
extracted  t  r<>m  per  I  odf  c.t  i  s  .  iLTh.ipu ,  n  central  staff  should  he  created  to  (1) 
contract  tor  market  i  ni  i><  -.it  i  on  or  market  research  models  for  critical  Pi. A 
managed  items,  (?  )  :ievi  J  .  >  j  >  p  e  ■. e- .  I  c  re-  s  f  oi  I ’.'corpora  t  i  ng  market  information  into 
item  management  decisions,  and  {  \  >  monitor  the  overall  market  icai Labi  1  i ty  of 
strategic  metals  and  products. 

A.  (lone  lust  on:  t.'ont  <  a.  t  <> .  del  i  iiquent.  deliveries  ire  not  eons  i  do  t  ed 

in  t  fie  coinput.it  I  on  of  requirements  levels,  part  Icularlv  safety  levels.  S’ nee  a 

iarj’e  number  of  p  roeu  revii'  s  •  r<  1  at  e ,  I  he  p<-<.»habl  I  1  t  y  rf  late  receipt  should, 
he  part  oi  i  he  eo.iq.uint  ion  of  <  no  safety  It  el.  I'll  1  s  stimij  strengthen  the 
pe  r  I  o  rma  nee  ot  the  safely  l"'ei. 


>1; 


I 


I 


Rf*i  ummenda  t  i  on:  The  Director  of  Contracting  continue  to  review 

ways  to  reduce  del  i  nquonr  I  cs  and  DI.A-1,0  consider  iiow  del  i  nquenc  i  os  cnjii  he 
included  in  requirements  levels  computations. 

ri .  Conclusion:  The  ICPs'  use  of  SMCCs  demonstrates  the  need  to 

redesign  SIMMS’  requirements  levels  computations  in  order  to  have  different 
sets  of  rules  for  different  categories  of  items  instead  of  a  single  set  of 
rules  for  all  it  "ins. 

Rt commendation:  Supply  Operations  and  DLA-LO  develop  an  improved 

requirements  system  that  incorporates  multiple-rule  materiel  management.  The 

new  system  should  provide  improved  weapons  systems  support  by  directing  TCP 
efforts  to  weapons  systems  categories  of  items.  The  improved  accuracy  of  a 
multiple-rule  system  may  limit  or  eliminate  any  drop  in  overall  inventory 
;u*rf v nuance  which  could  occur  from  reallocating  resources  to  weapons  systems 
i t  ems . 


ft.  Conclusion:  Although  investment  levels  arc  set  in  the  stock  fund 

bud got  process ,  t  he  procedures  for  executing  flu:  budget  differ  among  the  TCT’s 
and  ho:,  i  hr  p  t  or  edu  :  c  impact  on  performance  is  unknown. 

i  i  .  neat  ion:  The  Compl  roi  lev  <  out  inue  to  develop  an  I  CP 

r.  qu  1  ivincni  for  budget  execution  plans  and  those  plans  demonstrate  probable 
i:::ix ir's  of  •> rocc.fu re  for  executing  their  budgets.  This  is  not  to  say  that 

I  CPs  are  uni  making  !;ne  host  decisions  now  with  regard  to  budget  execution, 
rewav  r.  whenoy*-  different  approaches  are  used,  as  is  the  case  of  budget 
eKccuf  ton  among  i  ho  ICPs ,  there  is  a  potential  for  a  best  approach.  The 
development  of  pines  which  include  impacts  of  alternatives  should  help  the  ICPs 
ren ’  i Z  i bat  jot  on;  I  hi  . 

RecvnimenJaf  iou:  Analytical  models  should  he  developed  to  aid 

the  1  f('s  i  i!  measuring  impacts  of  alternative  budget  execution  schemes.  Tn  some 
ca^es ,  f  he  current  SAMM-S  simulation  model  could  be  used  while,  in  oilier  cases, 
a  «*cv  p"i  > '  mode  I  inventory  analyser  could  be  used.  Models  which 

.  1  1  r  iip.iei  >.  of  manpower  changes  or  which  evaluate  trade-offs  between 

■  to.  !■  I  i  I  .  ,  ■"  •;  i  I'uuds  "■'iso  would  he  helpful  • 

1  is!  ' r i :  Dep<it  opera!  ions  and  the  interface  between  I  d’s  and 

My...  i  I";  •  ’  v.  '-•-l.u:  cede  l  K  .  ~  . .  . . . 

”  ft  i.nrn.v  ion:  Dl.A  consist  r  ways  t<>  rel  far  .<■  backorders  i  ast  er 

t  roiii  ,  t  depots,  induce  inventory  losses,  and  also  consider  expanding  depot 
;■  i\H  I1.!1: :  ts  hr  rel..;irig  backorders  to  include  potential  bar  korders . 

ihi,  [on:  Tout  ract  adt'i  i  n  i  s  t  ra  t  ors  c  in  he  used  to  help  idcntiiy 

pot  <  o  in’  i.  t  :  d  v  /endots;  and  to  1  he  case  win  re  haekoiders  ex  1  ,;t  ,  *  h  v  .  a  ■  he 
oof  ••  •  eu  •  t  !  .•  ueo;t  i  p:on.pt  delivery  of  materiel  . 

elat  i  iui:  1‘he  net  tact  Ma  ;ie  ve::  >  ■'  ;  D  i  i  e-  :  ■■  r  :  ■  ■:  ei.ci ' 'd 

n  '  ;  •  :  '  ..  'he  A':  ii.it  iative  wi  »  '•  the  Air  .•  ore ;  '  Ictct  •  :  !■ 

nr  •  o.lu  t  •  •;  >  mi  k  s,  to.  !  j  to  :  \  a  or!  t  he  other  Services. 


f) .  Conclusion:  Management  information  systems  for  backorder  data 

are  concerned  only  with  count  s  not  causes . 

Recommeiaiat  i  on:  Cur  re  nr  management  information  systems  for 

backorders  should  expanded  to  include  information  on  causes  of  backorders, 
hue  to  volume  of  backorders  and  the  complexity  in  determining  their  causes, 
collecting  this  information  '•  t  SAMMS  may  net  be?  feasible.  If  it  is  infeasible, 
the  ICRs  could  sample  backorders  periodically  to  maintain  emphasis  on  the 
correct  problem  areas. 

10,  Conclusion:  The  bark  order  goal  for  an  ICP  is  set  by  adjusting 

the  funded  goal  with  an  ex;  nice  management  improvement  factor. 


xe<  Mumenda'  i  ••!.A  .should  set  different  backorder  goals  for 

different  categories  nt  items,  such  as  weapons  systems  items,  and  should  adjust 
funded  goals  on  I v  when  the  a.  is  a  reasorabl e  expectation  of  management 
improvement . 


APPENDIX  A 


n  LA-1,00 


I  3  August  1 981 


MEMORANDUM  FOR  RECORD 

SUBJECT:  Discussion  of  Backorders  with  DLA-0 


1 . 

On  n 

August  1981,  Mr.  Zimmerman,  Capt .  Frazier 

,  and 

Mrs . 

Swim  of 

DI.A-LO 

met 

with 

Mr . 

Kohler,  Mr.  Johnson,  and  Mr.  Ward 

of 

D1J\-0S 

in  o rd e r  to 

d  i  sciiss 

the 

cause.1 

•  of 

backorders . 

') 

The 

DUA- 

personnel  attributed  backorders 

to 

two  primary 

causes , 

demand 

variability  and  contract  del  i  nquenc:'  es .  They  expressed  several  opinions 
concerning  these  two  causes.  One  was  that  demand  variability  is  something  DUA 
has  no  .->>nt  r»  :  over  since  it  cannot  know  exactly  what  the  Services  will 
demand .  ■'tint  tier  opinion  was  that,  as  DLA-0  personnel  understand  the  problem, 
coi'.t  Mr!  do  i  i  n<jin-i>c  ies  can  be  controlled  to  some  extent  by  the  Centers.  The 
number  of  contract  delinquencies  is  in  reports  produced  for  contracting 
personnel.  A  third  thought  was  that  a  management  tool  could  he  developed  that 
would  indicate  how  many  items  in  a  backorder  position  also  have  delinquent 
contracts.  This  tool  would  be  valuable  both  to  Supply  Operations  and 
Contracting  personnel.  A  fourth  idea  was  that  PLTs  are  wrong  as  soon  as  they 
are  input  to  the  system.  in  order  to  get  a  contract,  a  firm  will  say  it  can 
meet  a  ED1',  even  it  it  knows  it  cannot  meet  that  date.  Because  the  RDD  is  what 
tin  pt  Ts  a  re  based  on,  this  incorrect:  data  automatically  produces  an  incorrect 
PUT  is  soon  as  the  award  is  made;  however,  only  the  contractor  knows  that  he 
cannot  produce  by  that  date.  A  fifth  observation  was  that  over  the  last 
several  years  both  Af.T  and  PUT  have  been  steadily  Increasing.  Both  ALT  and  PLT 
are  recorded  in  the  SAMMS  files  and  in  the  stratification.  A  sixth  idea  was 
tea!  a  so' ot  inn  to  the  problem  would  not  he  to  just  buy  more  stock.  A  seventh 
i  bought  war.  that  when  DUA  capitalizes  items,  these  items  are  often  in  a 
backorder  position  or  in  possession  of  a  dry  pipeline.  A  final  observation  was 
'nut  DKSC  ’vi'i  stated  that  zero  safety  levels  on  some  weapons  systems  items  had 
caused  tail n.  ;  ■  h  ick orders  . 


i .  ■••up  |  1  >  =  r. it  ions  causes  some  of  its  own  problems.  PI.A-OSk  has  sent  out  a 
letter  emphasizing  that  Leadtimes  need  to  he  updated  in  a  timely  manner.  AUT 
i  s  totally  under  the  control  of  DUA,  but  no  money  is  made  available  to  work  on 
reducing  i’  •  EMM  1  1’b  control  levels  definitely  cause  some  backorders  by 
r>'  i  r.i.n'  *  i  ;•  amount  s  of  stock  fur  only  IPO  i  and  IPG  11  requisitions. 

S  :  er.|:  :  Ucl.l  back  requisitions  in  order  to  hold  down  backorders. 

•  »!.,•  •••  t  :  •’  i  procedure  by  emphasizing  that,  accotding  to  regul.it  5  on, 

t  1  •  i  '  igU.-c  •  r  ii|u  i  s  1  t  1  on  must  he  filled  first.  Rv  preventing  the 

tent  -  :  .  -<■■■  :!  's  ;■  r  ve  t  o  r  ■'  ,  t)l  \  ■  will  cause  a  slight  incm-ase  in 

bar  •  .  f  iff’  .  'ii-  j  a  snt  try  pi  obi  em  is  that  t  >ie  demand  lorecasting  method  used  by 
DUO  i  i  •  •>!•  a  !!.•  RAM":;  system  of  requirements  forecasting  ilriinitely 

nee.;  .  v  c  I  ■  i :  - 


A-  i 


4.  Mr.  Ward  in  DI.A-OSM  monitors  the  backorder  problem  by  using  the  RCS-96 

Report.  During  January  through  'larch  ]9R1,  he  studied  the  causes  for  items 
placed  on  backorder  for  the  first  time.  Using  data  from  each  of  the  hardware 
Centers  for  this  three-month  period,  he  determined  that  73-6  percent  of  these 

backorders  were  caused  by  unforecasted  demand. 

5.  DI.A-0  has  no  report  that  relates  provisioning  to  backorders.  The 
provisioning  requirement  is  set  by  DLAM  4140.3. 

6.  No  separate  report  exists  that  shows  the  dollar  value  of  investment  in 
safety  ieveLs  and  procurement  cycles.  These  figures  are  available  In  budget 
and  stratification  reports. 

7.  The  stock  fund  budget  goal  is  set  by  OSD  at  the  level  of  90  percent  stock 

availability.  Within  DI.A-n,  historical  trends,  management  goals,  and  judgment 
are  used  to  set  backorder  goals-  The  system  goal  is  300,000  backorders  on 

hand.  This  figute  is  a  total  of  the  goals  set  for  each  of  the  Centers. 

Mr.  Ward  maintains  thi.-se  figures.  Some  management  goals  conflict  with 
established  facts.  Kven  though  Of.  A  is  funded  for  only  90  percent  stock 
avai  lability,  tin  goal*  a  re  set  it  9  percent  for  the  hardware  Centers  plus 

Cl ot hi ng  and  Textiles  ami  9S  pe  •  rent  tor  the  Medical  Commodity.  Management 
initiatives  are  supposed  it'  enable  the  Centers  to  reach  the  goals,  even  though 
funds  are  not  available  to  reach  those  goals. 

WILLIAM  R.  FRAZIER,  JR,  CAPT ,  USAF 
Operations  Research  Officer 
Operations  Research  Branch 


DLA -LOO 


19  August  1981 


MEMORANDUM  FOR  RECORD 


SUBJECT:  Discussion  of  Backorders  with  DLA-P 


1.  On  19  August  1981,  Mrs.  Swim  and  Capt  .  Frazier  of  DLA-LO  met  with 
Mr.  Philip  Church  of  DLA-PRS  in  order  to  discuss  the  causes  of  backorders  from 
the  procurement  perspective.  Mr.  Church  provided  the  DLA-LO  representatives 
with  a  large  amount  of  information  covering  the  entire  field  of  procurement. 
He  supplied  the  DT.A-LO  members  with  a  draft  copy  of  a  study  be  completed  in 
April  1981  concerning  the  causes  of  contract  delinquencies. 

2.  Mr.  Church  feels  delinquencies  are  probably  one  major  reason  for 

backorders  along  with  demand  variability,  PLTs ,  and  ALTs .  However,  past 
analyses  show  no  significant  correlation  between  delinquency  rates  and  supply 
ava  i  '  .'.hi  1  ;  ty .  (.u  -  root  delinquency  statistics  apply  to  both  stocked  and 

nonstocked  items;  a  SAKMS  change  is  being  considered  which  will  break  out 
•Jo  i  i  queue  i  rs  by  stocked  "id  nons  Locked  items.  This  will  enable  DLA-P  to  better 
analyze  the  relationship  between  delinquencies  and  backorders. 

2.  The  r - *8  Repor*  is  a  procurement  data  management  report  that  the  Centers 
vet  monthly  t  h rough  the  SAMME  process.  The  F-88,  "Contract  Delinquency 
Report,'  (run  weekly)  lists  all  delinquent  contract  line  item  numbers  (CLINS) 
by  contracts  for  each  administrative  location.  The  revised  F-42 ,  "Contractor 
Perl ormance  Report,"  lists  the  total  delinquent  CLINE  by  month  for  the  past 
year  att  rtb-.it  able  to  a  specific  contractor.  The  RCS-26  Report  draws  its 
i  ill  onimi  i  mi  )  r  om  t  he  F--J6  Report.  Overall  contract  delinquency  rates  are 
calculated  each  month  at  .all  SAMMS  centers  on  the  P-16  Report. 

4.  Under  'he  generic,  term  "contract"  exist  several,  different  types  of 

cent  rioting  document  s .  A  contract,  per  se,  normally  has  a  face  value  of 

$10, it"!  »i r  .m>re  and  is  a  bilateral  agreement.  Purchase  orders  are  typically 

valued  ’ess  t  ha  i:  Alt', 000,  utilize  small  purchase  procedures,  and  are 
unilateral.  \:>  indefinite  delivery  type  contract  (TDTC)  is  a  document  that 
usual1..  '  the  Government  to  buy  a  maximum  or  minimum  quantity  during  a 

spec;  lied  per ; ed  non  issuance  of  delivery  orders.  The  contractor  is  legally 
hound  I  o  p  .  vide  that  minimum  nr  maximum  quantity.  Delivery  orders  arc  issued 

against  the  I  .'TO  hv  procurement.  Neither  a  blanket  purchasing  agreement  (BRA) 
nor  a  blanket  urd<  ting  agreement  (BOA)  is  a  contract.  It  is  a  framework 
against  which  I  ne  Government  can  place  "calls,"  usually  on  a  DD  Form  liVi, 
"Order  for  'Liepti  or  Services,"  also  used  for  other  small  purchases.  The 
•  .over  i.m.-c  vs  •:.>>,  have  t  o  intv ;  the  ■  "nt  rant  or  does  not  have  to  provide. 

hcc’  d  >  c  ,i'  * i c  :  state  only  that  if  tlic  Government  wishes  to  buy  that  the 

cd  -'tu!  will  :  :  in  provide  ind  set  up  a  framework  for  determining  price 
ic.g.,  i  i  .  rt.ii,,  a  1 1  o<*  p  r  ! .  •  ■■  i  .  DVDs  ipp.ly  primarily  to  nons  locked  items. 

Ap'pr.n  *  i  ;  ’  per . it.  of  i  In  Pi  A  buys  are  for  DVDs.  The  number  of  DVDs  has 

do!  initelv  i  nc*-o-i  «.•,••»  with  the  Inception  of  the  Commercial  Support  Program  (CEL) 
r  r.  ••  of  (ISP  ire  that  the  pr-aear-  meat  wo’-V  !  oad  has 

i  lire  i  .  i  '•  ei  ■  niiMi  f  has  a  tougher  job  trying  to  get  a  good  price  and 

!’  re 1  ■*  r  re  - 1  ‘  -  >  I  u  s  i  m  »•  buys  are  often  f  n  r  srn.i  i  I  qua; d  i  t  :  ■  cs  . 


A -i 


$.  For  snu)  1 1  purchases  (buys  under  $10,000),  procurement  personnel  have 

created  an  automated  system  in  two  parts.  Under  SAMMS  Automated  Small  Purchase 
System  (SASPS )  ,  Phase  i  ,  which  is  foi  purchases  less  than  $100  (or  less  at  some 
DSCs)  the  computer  using  a  file  of  coni  factors  makes  noncompetitive  awards  to 
contractors  in  sequence  of  listing.  Under  Ftiase  il,  which  Is  usually  for 
purchases  from  $$00  up  to  $10,000,  the  computer  using  a  file  of  contractors 
initially  screens  for  SA3PS  1  eligibility  then  solicits  quotes  from  contactors 
identified  as  suppliers  of  the  item.  Once  the  quotes  are  received,  they  are 
input  to  the  computer  which  makes  the  award  to  the  lowest  bidder,  price,  and 
delivery  considered.  De I i  mpr -ncy  statistics  indicate  that  100  contractors  at 
each  hardware  Center  account  for  about  41  percent  to  $$  percent  of  total 

delinquent  lines.  however,  although  some  of  these  contractors  have  many 
delinquencies,  they  often  do  a  lot  of  Government  business  and  may  deliver  the 
majority  of  their  Cl. IN'S  on  time. 

6.  Award  documents  are  sometimes  delayed  in  distribution  and  some  contractors 

have  reported  non  receipt  of  award  documents.  One  Center  is  attempting  to 

remedy  this  situation  by  sending  cent  rancors  a  list  of  the  awards  he  should 

have  received  wit!. in  the  tasi.  At>  days. 

7,  A  way  to  eliminate  some-  ae  l  iqueuc  t  es  would  be  to  clear  out:  dreg  end 
balances.  A  dreg  end  balance  i .;  the  small  residual  quantity  on  an  order  that 
in  all  probability  will  nave;  be  "tiered  for  delivery  because  a  dealer  is  out 
of  stock  or  ti  manufacturer  has  too  few  orders  for  an  economic  production  ran. 
This  action  would  only  he  t  nice  r.  will.  the  consent  of  Supply  Operations 
personnel.  lie  action  would  consist  or  notification  to  the  firm  that  it  must 
ship  the  rest  of  the  <u.h-r  within  some  prescribed  time  or  the  order  will  be 
closed  out  and  the  money  deoh i  I  gated . 

A.  Most  IjLA  coni  tacts  are  either  fixed  price  or  f  ixed  piiee  with  an 

escalation  clause.  Kfgin.y-i.wo  percent  of  contracts  (over  $10,000)  are 
administered  by  OCAS .  About  88  percent  ,,f  the  small  purchases  (awards  under 
$10,000)  are  administered  by  the  •.entei  concerned.  (These  figures  only  apply 
to  hardware  (enters  and  ib  C  -Med  real  .  ) 
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11.  Seme  otlior  problems  are  that  Dl.A  must  set  aside  certain  contracts  for 
small  businesses  which  often  are  not  experienced  in  government  contracting; 
and  also  DLA  does  not  always  buy  in  full  F,0()s .  The  small  business  requirements 
have  merit  but  they  sometimes  present  obstacles  to  efficient  procurement  of 
items.  Under  the  fast  pay  program  for  small  purchases,  payment  is  sent  to  the 
firm  as  soon  as  the  Office  of  Accounting  and  Finance  processes  the  invoice 
stating  the  order  was  shipped.  If  the  order  is  not  received  or  is  defective, 
the  Government  has  90  days  to  require  the  contractor  to  replace,  repair,  or 
correct  the  pr  lem.  The  DSCs  have  estimated  that  possibly  one  third  of  the 
items  bought.  an  delivered  early.  Tn  the  past,  these  items  were  not  counted  by 
SAM'iO  and  deli  quency  rates  were  overstated.  A  recent  change  (.June  1981) 
corrected  tilts  and  the  effect  of  early  deliveries  should  be  evident  by  the  end 
of  tic  year. 

I?.  Mr.  Church  had  some  other  comments.  He  stated  that,  about  99  percent  of 
the  awards  by  OLA  were  in  the  form  of  small  purchases  but  these  only  account 
for  about  dl  percent  of  *  he  dollars  obligated  by  DLA.  Purchase  orders  range 
from  $1  up  to  Si  0,000.  The  upper  limit  of  SASPS  T  buys  depends  on  the  Center 
being  d  i  s" us  sod .  Most  of  these  documents  are  unilateral  agreements  of  which 
a  be:.,;  V'  -"(Vi',  manually  processed.  A  f  -•  s-®  does  not  actually  accept  a 

purchase  ordej  uui  i  l  it  takes  action  to  fill  that  order.  Outing  FY  1980,  DLA 
made  ■  .?  mill*  c.r.  awa-ds  for  3.r:  million  CL1NS. 

IP.  M'.  Church  pointed  out  that  some  remedies  have  significant  drawbacks.  For 
example,  bilateral  contracts  could  he  used  on  more  small  purchases  so  that  the 
•  Pro..!  •  •  t  •  i  c  f  or  default  ('T/D)  would  exist.  However,  T/D  is  an 

r.vn  *l"  time  con  turning  and  labor  intensive  process  which  is  often  not 
wort  hv.'i  1  I  e  .<•’  small  dollar  purchases.  (Note:  The  unit  price  of  78  percent 

•M  :M.\  i  i  .-ms  s  s  '•  era  than  $28.)  For  similar  reasons  trying  to  assess  penalties 
lor  late  .!,<  i  i  >.'■'>  i  •••;  ,  on  Id  he  counterproductive;  the  time  and  effort  expended  in 
iioi  :ig  so  would  i  ■  i  t  >'i,  exceed  the  value  of  the  award.  However,  it  may  be  useful 
to  emphasize  to  Centers  the  importance  of  awarding  only  to  responsible, 
prospective  con*  r,*<  t  ora  and  to  rely  more  heavily  on  past  delivery  performance 

when  d  C  .r  s  ,  Viking  business  away  from  poor  performers  is  one  of  our 

s’  >-<.!,•>. .s;  •  ••1,1’,  !  a.  i  incentives  for  encouraging  on-time  deliveries-  Also, 

i  ai.A-P  et  fori  «  to  reduce  repetitive  buys  would  he  very  useful 

■Cue"  iew-  *  fur  larger  dollar  amounts  give  the  Government  increased 

"vc  >!::i  .>  n»p:i.  ■’  ailnii  ni  st  rat  !  ve  requirements. 

I  ■.  ,-’\!  i  1  ■=  •  be  segment  i  lradt  imo  under  t  hr  cent  re l  of  procurement 

.it  mu;  fewer  awards  and  I  hat  meins  mure  Purchase  Request 

(PR)  aging.  bet  it  PAi.T  and  I’R  aging  refer  to  the  time  period  between  receipt  of 
i  is  ecu'  tut  i  Mg  md  award  of  the  PR  to  a  contractor.  Under  Phase  1,  PAi.T 

in  ic.v ;  Nil  I  t  any  pronlem  ar<  sen ,  t  lie  PR  mist  be  processed  manually.  The 

<-h  ;e  ■  ivc  it  Pi,  iso  ’  and  phase  !  I  is  a  lower  the  ’’ALT  ioi  small  purchases. 

■  ■  ;■•■■■  **•,*,*  rd  i  lar.c  1  t  t  cd.  >:i  a  f  fed  to  process  the  1  !  }•,;;••  ru.nho:  of 

1  .  t  ’  i  • 1  - 1  ■ .  i  b  i !  i  ■> ,  t  he  v  .  •  ."go  on  an  exception  basis.  C  iu  rv 

ci  p  :  •  usual  l  v  i  a  v>urse<  :  until  at  least  days  a  V 1 «  t  the 

•  "laic,  * .:»  b  *  .’a  ;-riarc  v.  back*'!  •|er,..l ,  an!  ‘>0 '  day 

lelL  .non;  Cl  I  ,V, .  Ube;  a  on:  .  -t  ;  has  an  excusable  reason  for  dolav  (hevond 

i  ’  hi  •  ••  •  •  !•"',  and  del  i  iiq'imw  v-  I  o  d.  ■'!-.  i  s  rarelv 

"a;  C  ••  rv'-nl.  ,  doesil  t  reduce  backorders. 


A  ■ 


16.  On  automated  buys,  Dl.A  should  eliminate  the  ROD  (which  is  arbitrary  on 
DVDs)  and  substitute  the  best  estimate  of  the  contractor  concerning  a  realistic 
delivery  date.  \s  the  sysUi:-  '  i  k how  it  a  firm  wants  an  award  it  may  agree 
to  an  unrealistic  ROD,  knowing  ;l  usually  is  not  penalized  if  delivery  cannot 
he  made  by  t  hat  date.  A  a  ;u  oposed  now,  this  change  would  only  apply  to  DVDs 
since  RDDs  for  stocked  items  are  cased  on  historical  data  and  are  fairly 
rea 1 i st ic  . 

17.  On  small  purchases  Dl.A  could  request  more  pre-award  surveys.  These 

surveys  would  not  hav«  to  he  {he-  same  expensive  surveys  used  for  large 
purchases,  buL  could  simply  he  a  desk  audit  by  qualified  DCAS  personnel.  This 
survey  would  penalize  those  coot  motors  who  were  continually  delinquent.  If 
the  pre-award  survey  results  ace  negative,  then  the  case  would  be  referred  to 
the  Small  Business  Administration  (SM)  if  a  small  business  is  involved. 
Continually  delinquent  contractors  would  have  to  ohLain  a  Certificate  of 
Competency  (Coil)  from  the  SBA  before  they  could  receive  awards.  During 
KY  1080,  only  101  Cobs  we:-.-  given  out  to  firms  that  had  negative  pre-award 
surveys.  Then,  were  7'  *  re!  v  ■  red  to  SBA. 

18.  Mr.  Church  had  two  her  comm  opt  a  .  One  was  that  military  specifications 

produced  proh!  en:-.  <•  p  .  ,  i  -d  !  i  s  req-j  i  red  in  ail  met. Ji  cans. 

Posi.lhiy  it  so.:  .  f  sp  1 1  ii  .it  :  could  be  relaxed,  mote  sources  for 

these  items  ecu  *  d  bt  !  -.v;.--! .  Another  comnient  was  that  it  the  threshold  on  small 
purchases  is  raised  ><  S ' ,r'ii()  by  Congress,  the  ALT  will  probably  decrease. 
More  small  purch..ses  W'l  me  a  r.  more  automation,  less  documentation,  and  more 
use  of  small  putic.ce  procedures  which  .  ont.ide  raol  y  reduce  the  time  required  to 
make  a  buy. 


WM.l.iAM  R.  FRAZ  ICR,  .JR,  CAPT,  USAF 
Operations  Research  Officer 
Operations  Research  Branch 


DLA-LOO 


I  A  September  1981 


MEMORANDUM  FOR  RECORD 


SUBJECT:  Discussion  of  Backorders  with  DLA-A 


1.  011  18  September  1981,  Capt .  Frazier  (DI.A-LO)  met  with  Mr.  Sickmeyer 
(DLA--AP)  in  order  to  discuss  the  initiative  DLA-A  has  in  order  to  give  relief 
to  the  Air  Force  in  resolving  some  backorder  problems. 

I .  In  <  -ord  i  na1-  ion  with  HO  AFLC  DLA-A  has  developed  a  set  of  proposed 

procedures  tor  backorder  Item  identification  that  would  apply  to  the 
Sacramento,  Ogden,  San  Antonio,  Oklahoma  City,  and  Warner  Robins  ALCs  and 
OCAS .  Under  the  terms  of  these  procedures  an  item  on  backorder  is  defined  as 
an  item  (i)  on  contract  hut  not  due  for  delivery  and  (1)  assigned  a  priority 
designator  01  through  Ob.  Lite  priority  limitation  was  established  so  that  the 
r>.  ■■•cedure.;  could  he  tested  and  t  he  workload  impact  could  he  determined.  By 
idee.r,  ?  i  the  items  prior  to  the  CDD,  PC.' S  would  be  able  to  find  out  through 

an  onsite  visit  whether  or  not  the  contractor  expected  to  meet  his  CDD.  If  a 
problem  had  arisen  PEAS ,  would  attempt  to  resolve  the  problem.  The  DCAS 
representative  would  try  to  ascertain  the  probability  of  on-time  or,  if 
contiactnailv  authorized,  early  delivery.  This  determination  would  be  sent  to 
the  appropriate  ALC  in  a  one-time  status  report.  DCAS  would  perform  intensive 
follow-ups  until  the  contract  was  shipped.  Any  delivery  delay  would  be 
promptly  reported.  This  proposal  is  being  coordinated  at  HO  AFLC. 

1.  Currently,  PCASR  Los  Angeles  and  the  Sacramento  ALC  ’nave  an  arrangement 
under  which  the  status  ot  all  contracts  with  items  on  backorder  is  investigated 
no  oirlier  than  AO  ci- ys  before  the  RDD  by  the  Contract  Administration  Office 
( 0AO  )  ind  r.  ha :  si  >tur.  is  reported  to  Sacramento.  This  procedure  is  functional 
hut.  :i  needs  to  be  fully  coordinated  at  the  Headquarters  level  and  broadened  to 
"ov->r  ail  •  he  A!..  .  A  sigtii  f  icant  problem  that.  Sacramento  has  is  that:  many  of 

its  i  !  err.s  run!  order  are  1  rom  sole  sources.  The  program  objective  is  not  to 
terrTnate  any  .  or-  rii  t  ,  hut  to  Jet  the  contractor  know  that,  if  possible,  the 
items  t.-i  f  h  *>•>  ,-k  "i  !  •  r  •  should  receive  spe<  ial  attention. 


represent  a  t  i  vi 


I  v  !v’w  m 


i ' "d  •.<«■>>  problems  that  DCAS  has.  Otic  is  that  the  DCAS 
onLy  a  limited  knowledge  of  the  order  board  for  a 
e'er':  do  not  want  any  person  outside  of  the  company  to  know 
sines'  they  really  have,  espe<  laliv  since  they  usually  have 
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small  purchases.  These  surveys  are  expensive,  but  since  most  of  the  DLA 
procurements  are  small  purchases,  the  surveys  would  be  valuable  in  select  cases. 


WILLIAM  R.  FKAZIKR,  JR,  CAPT,  USAF 
Operations  Research  Officer 
Operations  Research  Branch 
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APPENDIX  B 


? 1  August  1981 


MEMORANDUM  /OR  RECORD 

SUBJECT:  HQ  DU  Backorder  Review  Team  Visit  to  DGSC 

i.  Background:  On  21  August  1981,  the  HQ  DLA  Backorder  Review  Team  paid 
day  visit  to  IXI SO  to  discuss  ways  to  reduce  backorders. 

?  .  Purpose:  The  purpose  was  three  fold: 

a.  To  obtain,  ana  1  yses/stud  i  es  conducted  by  DCSC  i  n  the  past  and  whi 
still  relevant  to  t  he  topics  of: 

(  1  )  b.n’k'Tdc  rs  , 

(2)  forecasting, 

f d )  requirements  computations, 

(4  )  1  ead !  I  met; ,  a  nd 

( Vi  delinquent  deliveries. 

i>  •  T<-  obta  i  rt  ausweis  to  1  A  backorder- related  questions  raised  by 

OLA  Backorder  Review  Team. 

c .  To  acquire  copies  of  the  following  reports: 

;  )  "JAMMS  E-0',2  Report 

( )  ha  .-tr  or  h-i  report  s  , 

(  :  )  cel  ivery  report*-,  and 
(41  I  end i  1  me  report s . 

1  .  I’a  rt  i  c  i  na  t  i  on : 

a.  J1  Dl, A  B,i:  kurdrr  Review  team.  The  following  members  of  ;  he 

!  ear.  ■'.!>,  i  .  ;  pat  ’  in  the  v  t  •-  f !  • 

.  :  I  ■  ■  i  j  i  ;  .  t  .  t  ’  1  a  :  1  ,  t  i  ’M ,  \  -  TO  it !  o  Vo  i  ■  I  AV  1  A  Ha  -(i  7  '  ri 

'  V:  ",  ‘  ,  '  .  i  mme  :  a  an  .  '  2  \-  !/'  '  ,  AV  }  2  s  A  7  ,  Team  head*'  V 

,:|M  Eri.-ifr,  i  *■  .  ,  |  a..',  -  i  f't  ■ .  ,'V 

!■'  ’A'i  hir’ 


a  one- 


c.h  tire 


t  he  HO 


I 


b.  DGSC  Staff  Members.  The  following  DGSC  personnel  participated  in  the 

discussion  of  backorders  at  DCSC: 

Ms.  Sally  Hundley  DGSC  -AS  AV  695-3938 

LT  Wayne  St  rouse  DGSC -l.X  AV  695-3564 

Mr.  Frank  Lotts  DGSC-OM  AV  695-4122 

Mr.  Jim  Stansbury  DCSC-OMPA  AV  695-3046 

Mr.  Dick  Heuerman  DGSC-PE  AV  695-3961 

Ms.  Pat  Lane  DGSC-SPA  AV  695-4298 

r.  Exit  Interview.  Before  leaving  DGSC,  the  Review  Team  met  CAPT  R.  E. 
Plante ,  Sc7T'SN7~7t  OCSG 

4.  Findings:  The  following  questions  were  discussed  by  the  Review  Team  and 

the  DGSC  staff  members: 

a.  WHAT  ARE  THE  CAUSES  OF  YOUR  BACKORDERS? 

According  to  Supply  Operations,  the  three  primary  causes  are  contractor 
delinquency,  extended  ALT,  and  In. leased  demand.  According  to  Contracting  and 
Production,  the  three  primary  ■  ueses  are  unrealistic  PLTs ,  too  many  small 
requisitions  In  procurement,  and  delinquent  contracts. 

h.  HOW_COHI.p  YOU  REDUCE  BACKORDERS? 

Supply  Operations  Is  approaching  the  area  of  backorder  reduction  from 
several  areas  and  consider  at i on  i a  given  to  the  team  effort  of  the  Directorates 
of  Supply  Operations,  Contracting  and  Production,  Technical  Operations,  and 
Storage  and  Transport.*!,  ton  that  is  required.  Our  actions  are  dltected  In 

the  following  areas: 

Assuring  we  are  neyii.r.  enough  •  soon  enough 
Assuring  the  award  is  on  time 
Assuring  the  delivery  is  on  time 
Assuring  the  product  is  of  issuable  quality 
Assuring  tin*  assets  arc-  not  lest  in  storage 

r.  WIIA’i  ARK  THE  CAUSES  Or  DEI  i  NQUF.NT  DELIVERIES? 

DGSC  fuels  flirt  procurement  1  vies  for  selected  i  t  ems  are  too  low. 
DGSC  produces  a  list  is-,  of  i  turns  with  AMs  which  equal  or  exceed  the 
procurement  cycle.  This  listing  is  to  o’oid  the  prohl  cm::/,  ie  My  s/ext  en::i  ons  in 

l  he  procurement  prt.n  ,s  wh  I  •!>  •  t.i  i>t  •••:••  it  cd  hy  having,  two  or  more  un.twardod. 

PRs  in  the  buying,  ■hvirii.  if  t  he  s.ui-e  i  ime.  DGSC  h-r to  deal  u :  t  h  nearly’  the 

entire  sport  rui:'  of  •  i  v  f  !  I  i  .  :  r.  •>.:.!  t  \  in  r  .npd  i!  ion  wi  t  i  c  i  v  i  I  i  - 1  c  orap.i  n  i  e  s  . 

d.  IJOWDO  YoU  ATl'ACF.  THE  PKOBi.r OK  fiEl  INQlHlMl  DEM  VERIFY  ? 

DGSC  .ltl.uks  the  i- 1  oh !  of  dellnqu  el  deliveries  by  taking  t  ht’Se 
initiatives: 

(1  )  Improved  ir.loini.it  i  -• « , i  t  •>  con:  iaet..rs  'Report  Card  on  (  onLractor 
i’e  rf  onna  nee  .  " 


B  ■' 


(?)  Account  management  Including  special  efforts  on  habitually 
deli nquent  f 1 rms . 

(3)  Prompt  action  on  delinquent  contracts. 

(4)  Realistic  PT.Ts. 

(5)  Pride  team  for  sole  source  contractors. 

(6)  Fast  pay  withdrawal. 

e  HOW  BAD  ARF.  YOUR  FORECASTS  ? 

With  the  exception  of  too  frequent  a  forecast  on  low  demand  NSNs 
discussed  in  4.f.  below.  Improvement  In  the  overall  forecasting  methodology  can 
only  yield  marginal  improvements  when  compared  to  improvement  in  other  areas 
integral  to  forecasting;  i.e.,  leadtime  estimates. 

?  .  rX)  voc  INTEND  TC  :  MR  ROVE  ON  YOUR  FORECASTS? _ 1  F  JSO  ,  HOW? 

h.i  ■  ini*  iited  Annual  Forecasting  on  ove  r  1 A  ,000  low  demand  NSNs. 
Ihis  in;:  ini  f  v  • ,  "I  *  eel  i  vr  1  duly  !  9#!  ,  is  an  at  tempi  t.o  improve  forecast 
accuracy  through  an  extended  data  base. 

g.  HOW  COH hi)  YOU  REDUCE  ALT? 

POSC  could  reduce  AhT  by  having  procurement  personnel: 

(''  Control  Procurement  Workload; 

(a)  minimize  DVDs. 

(h)  re  I  1  up  similar  items  (grouping  PRs). 

( c )  buy  less  frequently. 

(d)  increase  automation. 

f.)  ! i 1  rCs . 

,  '  )  1  •  i  >  r i t  i zo  Wo t k : 

(  a  )  I) !  SC  P  rog  ram  - 

(  l) )  "M  i  i  1  i  on  Del  1  a  r  Club. 

’  '  iyed  |ir..ni!  ement  s  v  i  t  It  spot  buys. 

■>  u  ;  PRCCFDI’RK^  OUTSIDE  OF  SA'pts  to  'TDATF  I  EAcl'l  Hi'S "  In  YOU 

-Aid'd  hi-  '  cup  e,;) uUU'T  H)N~  RECK  AltO'? 

I >  wo  i  >  •  »  ?  ol  interest  regard  I  nf>.  up.lat  i  up  tf  itnos: 

■  ’■re,. ru  is  t  »T,t  f  h  ■  M.T  i  -  i  r  j .  dated  ;  p.  p  i  g  ,,  award  . 

'Mins.  .J  I'll  ids  UI  r  i  onoo  y,  i  g  -  ;  *  '  ,  a  • .  (  do  S(>  j,  ui-’  r  h>-  on  r  rent  \  i.  I  I  i  11  1 1 .  t> 


!<-  1 


the  knowledge  that  the  previous  estimate  is  somewhat  Invalid  Is  not  utilized. 
Based  upon  this  concern,  we  have  previously  updated  the  ALT  on  all  NSNs  which 
have  aged  PRs  l.n  excess  of  the  current  ALT  on  the  item.  DGSC  has  previously 
reviewed  the  significance  of  Production  Leadtime  Variance.  This  review  was 
based  on  our  concern  over  the  dispersion  of  PLT  occurences  around  an 
established  mean  estimate. 

(2)  DGSC  market  research  is  primarily  focused  on  assessing  changes  in 
the  industrial  section  with  respect  to  the  effect  on  PLTs  for  our  NSNs.  The 
result  of  this  assessment  is  published  quarterly. 

l.  DO  YOU  HAVE  KNOWLEDGE  OK  PROGRAM  DATA  WHICH  YOU  COULD  USE  IN 

FORECASTING?  *  . 

The  only  available  program  to  help  with  the  forecasting  of  requirements 
is  the  Customer  Demand  Analysis  Data  (»  DAT)  Program.  Under  this  program  DGSC 
produces  a  report  on  its  top  customers  which  it  then  uses  to  open  lines  of 
communications.  Up  to  this  point,  the  program  has  not  been  entirely  successful 
as  the  "Top  100"  customers  have  responded  to  DCSC's  request  for  forecast 
information  with  ‘Historical  data  already  on  file.  We  hope  to  use  this  program 
to  get  advance  informal  ion  on  demands  and  predict  unprog  rammed  demand  surges. 

j.  DO  YOU  ADJUST  COMPUTED  PROCUREMENT  CYCLE?  AMD  SAFETY  LEVELS?  IF  SO, 

HOW?  ‘ .  .  . 

DGSC  adjusts  procurement  cycles  in  two  ways: 

(1)  On  a  one-time  effort,  DGSC  Increased  cycles  on  some  700  NSNs  to 
improve  supply  support . 

(2)  It  Is  ongoing  policy  to  insure  truest  procurement  cycle  periods 
are  equal  to  or  greater  than  ALTs  in  order  to  preclude  multiple  PRs  in 
Contracting  and  Production  at  one  time. 

DGSC  does  not  adjust  safety  levels. 

k  .  DO  '01'  RE  A!  ION  Vd'R  I  IT'ES  i'MUN  1  DO  1,  LAPS  'MTS;  DK  SAMMS?  :  K  _SO  ,  HOW? 

DGSC  does  i.ot  realign  investment  dollars  outside  SAMMS. 

i.  HOW  DO  YOU  il.ANDf  E  hi  DGKT  KUSTftK.  l'iONSf' 

We  have  segmented  the  DGSC  stock  items  Into  s!.\  major  groups  based  on 
average  requisition  cost  •» .  During  budget.  rest  fictions  we  const ta i n/ reduce 
procurements  in  highs.- 1  •  osi  m  t.s. 

m.  WHAT  MANAGEMENT  i  KO-'T  Id :  K  E't  /R  ••'!'.  N'T  J  DO  YOU  HV'U  '-’cc  i  ’  .  "s  W!Ti; 

HAo;oRrr.RBr? 

DGSC  has  the  f».l  luwi  og  mauagcue.-l  repasts  io;  1  tents  w  Lth  hack m Jers : 

(l,i  "B.-'koidei  t'c.i!  i  ■  a,  Report  .  lists  and  suntmari  zes  all  i>  iekoi  d  ■ a  t  •; 
r  >  t  '  b  v  NS  V  .  Italic  I  .  i  -  -  -a  . .  i  :  a  1  a  •  i  ■  <  v  i  d  r  d  t  r  i  '-.ill  MSN  ■..'lth  bu .  k  o i u  e  i  . 

Us-  i  .rpurt  is  p  !  .led  or  'r  ■.•••.•>  are  aed  (OK-.)  miene.:  n:  a  weekly 

has  i  s  . 
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(  ba  !■  >m.  i  i  t  i  •  ■  'i  Report  Top  200  NSNs  lists  the  200  NSNs 

having  the  rp-si  bar h  «.rde »•«.  in  Irscend  1  ng  sequence.  This  report  is  in  the  same 
detail  e«i  form  it  is  tie  "K  ■,  k-ord*  r  i*ns  It  i  •m  Report."  Produced  weekly. 

(')  "top  'on  with  the  Most  Backorders  Established,"  lists  the  200 

NSNs  having  the  most  backorders  established  during  the  report  period.  This 
report  quickly  identities  those  NSNs  hairing  the  most  impact  on  the  system  E/A 
and  backorder  i  e  .-eases.  (Programming  not  completed  1 

(4  1  "Top  poo  Hides;  riorordeis,"  Is  ext  (acted  from  the  F11  Report.  The 
repot'  is  put  •  nt  rnoethK  i  o  age  ':ci|  io  ■  nr  e  and  OKC  sequence.  (Programming  not. 
o omp  let. ed  •  1 

(SI  "Owl  omer  I'ea  and  Ana!  vs  Is  Itit  a,"  has  been  modified  to  provide  a 
hack  jrdei  count  by  Uoivy'c'  t  rust  otper  addles  si  on  a  monthly  basis. 

(id  NSNs  with  Nop i s sua b ! e  Condition  Codes  and  Baekordt  rs  , "  lists  ail 
NSNs  with  ha  "C  o  in' e  rs  and  unissuahle  assets;  l.e.  ,  condition  rode  F.  .1  ,  I,,  etc. 

"his  report  is  ro  ndure  !  ninthly  for  use  of  invent  orv  tnauarers . 

(  7  1  "  !  nt  ratisi  I  s  vs.  Backorders,'  lists  a  1  1  NSNs  w  i  t  It  a  backorder  and  an 

inti  iiPii  ;  .  hii.*  j  aj»  i  <•  in  two  parts;  Part  1  is  sequent  ed  in  dollar  value  of 

inst rinsit  sequence;  Part  2  is  sequenced  in  descending  backorder  lino 

sequence.  The  report  is  used  as  a  means  to  prioritize  efforts  t.o  clear 

intransits  t  own t a  those  where  there  is  the  greatest  payoff  in  terms  of 
back  <  i  rde r  tel ea se  s . 

On  a  week  I y  ha:  is.  information  on  the  reason  tor  backorder  is  obtained  on  the 
Top  in  NSNs  v.  *  l  h  tiie  most  backorders  established.  This  early  information  is 
i-.eo  to  !  rt  a  •••»•>  f  be  e  r  i  or  i  t  y  of  act  ions  to  correct  the  ha  •.•Voider  situation  on 
the  identified  NSNs.  The  Top  10  oldest  backorders  are  reviewed  on  a  monthly 
basis  to  c  lea  t  unnecessary  backorders.  Once  each  month,  Supply  Operations 
host  s  a  (  ri  i  leal  iter:  review  with  the  Commander  and  covers  reasons/act  i  ons  on 
40  ot  the  ’op  200  NSNs  with  t  tie  most  backorders  on  hand-  Represent  it  ives  for 

Cunt  t  i't  '  g  ••••!  f’r.viuct  I  >n  and  T.u  hn  i  c;i  1  Operations  provide  input  al  so 

'( •  *•'  !  ;  -ia  up.  •■'■'.  p.i  vsomiel  are  sending  us  additional  information  regarding 

d  ;  m.  ’ '  id  i  •  i  j  •  e  n  •  <  a  d  am  up  it  he  i  k  o  •  do  r  s  in  tie w  '  p  rev  i  s  i  on  i  t ig  i  t  •  mi s  . 
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Operat  ions  Research  officer 
Operations  Rosea  t'h  Bi.mch 


DLA-LOO 

MEMORANDUM  FOR  RECORD 

SUBJECT:  HQ  DI,A  Backorder  Review  Team  Visit  to  DtSC 

1.  Background:  On  24  August  1981,  the  HQ  DLA  Backorder  Review  Team  paid  a 

one-day  visit  to  D ( SC  to  discuss  ways  to  reduce  backorders. 

2.  Purpose:  The  purpose  was  threefold: 

a.  To  obtain  ana  1  vses/s  t  ud  i  es  conducted  hv  DISC  in  the  past  and  which  are 
stilL  relevant  to  the  topics  of: 

( 1  )  ha*'korders  , 

(21  forecasting, 

(3)  requirements  computations, 

(4)  lead  times,  and 

(3)  delinquent  deliveries. 

b.  To  obtain  answers  to  13  backorder-related  questions  raised  by  the  HQ 
DLA  Backorder  Review  Team. 

c.  To  acquire  copies  of  the  following  reports: 

(!  )  BAMMS  I’-'lb'J  Report  . 

'  3  /  r  ')*■  r  r  ep-  ■  ’  t . 

'  1 )  bi!v<jv  reports,  and 

(4)  lead  time  reports. 

3 .  Pa r !  ic i pa  t  i on : 

>.  HQ  :  '.A  i',;v  kcrder  Review  Team.  1  lie  f  o  1  low  i  or  members  "f  the  Review 

Team  pa  t  t  i  t  pn  t  r><!  i  u  t  lie  visit  : 

,;t  .  Ceorge  '•  C  tI',  >  ,  n’.A  •!.»*,  \ntovcn  ( AV )  ?H4  ',/!') 

Capt.  William  Frailer,  lr..  USAF,  D1.A--I  >K),  (AV)  284-722. 


b.  DISC  Staff  Members.  The  following  DISC  personnel  participated  in  the 
discussion  of  backorders  at  DISC: 


Joe  Devine 

DISC -CD 

AV  442-3072 

Bob  Bridges 

OISC-LC 

442-3629 

Gary  Howe 

D1SC-LC 

442-3630 

Jeff  Barnes 

DISC-LC 

442-3629 

Arnold  Moskowitz 

DISC-LC 

442-3630 

Carol  Smeltz 

D1SC-LSB 

442-3636 

Doug  Smith 

DISC-LSB 

442-3469 

Joe  Ceccoli 

DISC-OBA 

442-3375 

Jim  Kauffman 

DISC-OBP 

442-3694 

Thomas  Burke 

DISC-PI 

442-2383 

4.  F ladings :  The  following  questions  were  discussed  by  the  Review  Team  and 

the  DISC  staff  members: 

a .  WHAT  ARK  TUF,  CAUSES  OF  TOUR  BACKORDERS? 

backorder  studies 

Percentages  1  or  Primary  Causes 


Reason 

May  80  Aug  80 

Nov  80 

Feb  81 

May  81 

Avg 

Increasing/ Err  at.  Lc  Demands 
(Includes  Inactive'  Items  and 
NSO  items) 

37  37 

37 

42 

43 

40 

Delinquent  Contracts 
(Includes  Extended  CDDs , 
Contractor  Error  on  Bid  and 
Contractor  Claim  Nonreceipt 
of  Order) 

2 '  23 

24 

24 

20 

22 

Increasing  ALT/PLT 

12  ALT  8 

4 

4 

6 

5 

PUT  9 

6 

7 

4 

7 

Control  Levels 

7  1 

s 

- 

- 

\ 

Procurement /Spec i 1  ! cat  1  on 
Problems  (Includes  Unable  to 
Award,  Unable  to  Meet  Spec  i 
/'[cation,  Annual  Bu>  Problem 
on  Cherry  Max  Rivits, 
Incorrect  PID) 

') 

’5 

3 

7 

.) 

Inventory  Loss  (Includes 

NCAD  Erroneous  Denials) 

0 

i 

i 

9 

2 

New  Item 

4  3 

2 

u 

s 

Management  Policies  (No  4  7  6966 

Safety  Level,  Reduced  SMCC, 

Disposal.  CF.SP,  RMS ,  ROPL, 

Opposite  Coast) 

Condition  Code  Materiel  3  3  332  3 

Cataloging  Prohl  ms  22  3433 

Capitalized  Dry  "Ipellne  11  1111 

Ji  her  _ _  ~  ~  _ -  _  ~  _ ~ 

101*  100  100  100  100  100 


*Total  differs  from  100  due  to  rounding 
b .  HOW  OU3.I)  Yob  REDUCE  BACKORDERS? 

anrkgieind:  DISC  lias  continually  had  a  number  of  management  projects 

and  •»>•.  -going  o'  ifu’s  l hat  are  addressed  to  reducing  backorders .  Many  of  these 
projects  fall  within  the  major  causes  of  backorders,  demand  patterns,  contract 
delinquency,  and  increased  leadtimes.  We  are  also  continually  reviewing  our 
system  for  potential  new  projects  and  reviews  that  will  reduce  backorders. 

Discussion:  Some  of  our  current  actions  and  initiatives  include: 

(1)  Demand  Patterns: 

(a)  Director  of  Supply  Operations  Briefs  -  For  selected  items  with 

rapid  demand  increases,  our  inventory  managers  brief  the  items  with  the 

Director  of  Supply  Operations  after  demand  analyses  and  contact  with  users, 
'.'his  prom'tes  improved  demand  forecasting  and  awareness. 

iustomci  Advocate  Program  -  We  are  implementing  a  customer 
advocate  pi  or.’  am  in  out  Emergency  Supply  Operations  Center  (F.S0C)  area  to 
improve  cummin  cat  ion  on  demand  trends  with  prime  customers. 

f.l  I  net  cased  Pt  oeuremen!  Cycle  Period  (POPs)  PCPs  allow  for 

gre.  :tii  demon!  fluctuations  and  we  have  taken  actions  to  lengthen  PCPs  to 
reduce  stock  buy  frequency-  Some  of  the  actions  include  minimum  PCP  of  four 

months  on  high  value  items  and  an  increase  of  PCP  by  approximately  50  percent 

on  medium  demand  value  items. 

(21  Delinquency: 

(  O  Contractor  Visits  ••  We  have  an  active  program  whereby  ’'ISC 
management  personnel  visit  contractors  and  aggressively  follow  un  on  emit  act  s 
os t  a  h 1 i shed  . 

1  i  1  • hi  i  Vii  c  i  o  r  RoroncIIi  it  ion  *  A  unique  -A>  I  S  i  >-  he  t  nr  established 
to  forward,  .neat  h  v  ,  a  complete  list  of  open  awards  to  contractors.  This  will 
test  <M  i  sb  t  e>;ul  :>r  vendor  re-'onc  i  1  fat  ion  with  eont  ranters  r  s  !  v  l  ait  the  most 
orders  and  reduc  '  best  mens  soureciipt  of  eont  tact  copies. 


(3)  Increased  Leadtimes  -  ALT  and  PLT: 


(a)  Pr  ior  1 t  l  /.at  ion  of  PRs  -  A  local  DISC  computer  system 
implemented  to  stratify  and  assign  priorities  to  our  open  PR  workload  in  terms 
of  actual  and  anticipated  backorders. 

(b)  Telex  RFQ  -  Automated  forwarding  of  requests  for  procurement 
quotes  vial  message  reducing  ALT. 

(c)  SMART  Tr  am  I  tern  Management  -  Transfer  of  selected  items  to  a 
special  FSOC  team  of  inventory  managers,  procurement  and  technical  specialists, 
sharply  reducing  ALT  and  PIT. 

(d)  Oldest  Backorder  -  Unique  A  IS  -  Special  reports  Identifying 
oldest  backorders  for  special  review  by  management  and  inventory  manager  levels 
to  identify  unusually  extended  le  dtlme  situations. 

(e)  Banking  of  DVD  FRs  -  DVD  backorders  are  held  for  one  week  for 
combining  PRs  for  the  same  Item  into  a  single  PR. 

( f )  Mechanized  envelope  Staffer  -  A  Pi tney-Bowes  Computer  Output 
Mailing  System  (COMS?  has  beau  installed  to  expedite  stuffing  and  mailing  of 
4,000  request  for  quotes  (RFOs)  per  hour  on  SASPS  II  (solicitations  valued 
under  $10,000) . 

c  .  WHAT  ARE  TDK  CAUSES  0P_ _DF. I .TNtjliFMT  DELIVERIES? 

Background:  A  primary  responsibility  of  the  Post  Awards  Branch  is  to 

evaluate  contractor  performance,  maintain  surveillance  of  deliveries,  and  take 
necessary  action  to  identify  delinquent  contracts  and  contractors'  failures  in 
meeting  contract  •  ligations.  Followup  actions  are  taken  by  t  he  Contract 
Performance  Section  P1BC)  and  contract  administration  actions  are  taken  by  the 
Contract  Administratin'  Se.  t  ions  ( P f BA/P IBB) ,  under  the  direction  of  the  Post 
Awards  Branch  Chief,  f.u  the  purpose  of  minimizing  contract  delinquencies. 

Discussion :  lie  i  in-pomt  ctuH  ract  causes  may  he  separated  into  two  major 

categories,  coni  rat  tor  and  go  e>  i  intent  problems.  Contractor  and  government 
problems  contributing  to  delinquencies  are  as  follows: 

(1)  Contractor  problems: 

(a)  Product  ion  s-'hod.i!  i  ng/  >'<•»•  loads  a  re  roused  by  either  poor 
control  systems  or  pro  ,ei  I  log  deliver/  schedules  at  the  time  of  quote  with 
uncertainty  of  awards.  'Vr.r  factors  quote  on  their  present  capacity  and  find 
that  the  capacity  is  no  longer  tvallahle  it  time  of  award  or  that  the  vol  ime  of 
twards  exceeded  expo,  t  . ,  r  on.-  it  <  he  time  of  quote. 

(  b)  Fa  I  !  ure..  ■  i  i  i  si.  r  !  but.  s  to  i  c  '  d  T  .ou.f.'  '  ticet  s  i  o  schedu  l  ::d 
deliveries  and  fa  i  I  tires  of  m.inoi  act  urers  to  obtain  i!  er  to  I  required. 

( c)  Failure  in  J  .spec;  Ion  rlucing  and  after  maiutfa.  .  ring  by  either 
t  hi'  contractor  or  Covernnert  requi  res  wiant  tc  i  patnd  re  wo  rk  . 


(d)  Administrative  problems  encountered  such  as:  alleged  mistakes, 
unant Ic 1  pa  ted  price  increases,  bankruptcies,  specification  uncertainties,  etc. 

(2)  Government  problems : 

(a)  Failure  to  award  in  accordance  with  offers  received  (e.g., 
price,  delivery,  minimum  quantities,  discount  terms,  part  numbers,  terms/ 
provisions),  t  ereby  suspending  performance  by  the  contractor  awaiting 
correction  of  avard  documents. 

(b)  Delay  in  award  beyond  the  acceptance  period  specified  by  the 
contractor  resulting  in  renegotiation  and  supplemental  agreement  modification. 

(c)  Contract  administration  delay  in  resolving  contract  problems. 

(d)  Specification,  purchase  item  descriptions,  quality  assurance, 
uncertainties  and  delays. 

(e)  Administrative  delays  such  as:  late  delivery  of  award, 

documents ,  unclear  printed  awards,  computer  input  inconsistencies  (award  dates, 
f'SCM),  lack  pi  t  1  me  1  v  f o)  low-up  on  delinquencies. 

d.  HOW  1)0  YOU  ATTACK  THE  PROBLEM  OF  DELINQUENT  DELIVERIES? 

Background:  Minimizing  contract  delinquencies  is  a  goal  shared  by 

responsible  areas  of  Interest: 

(1)  Supply  Operations  -  To  develop  realistic  HDDs  and  realistic 
requisition  quantities  that  will  be  developed  into  awards  with  the  least 
adverse  impact. 

(2)  Technical  Operations  -  To  provide  complete  technical  data  packages 
and  quaillty  assurance  requirements. 

(31  Buyers  -  To  minimize  the  causes  of  delinquencies. 

( t  )  Pot;  l  Award  - 

i.a)  IV  r  f  u  i  la.a.u  ■'  sect  inn  to  follow  up  on  contract  del  inquenc ies. 

(h)  Contract  administration  sections  to  resolve  contract  problems. 

Discussion:  Problems  of  delinquent  ies  are  attacked  in  the  Post  Awards 

Branch  as  foi i  >w=  : 

(1  )  A  fol  I  nw-iip  1.  v  the  Performance  Sect  Ion  (Pliif  )  using  reports  on 
deli ve  r  i  es . 

' '  v  red  !  |  i  .mis  hardline-  of  emit  r  ft  odmi  U  I  st  ra  t  i  on  to  hi  tans  (volume 
and  resources  c<  its  idcred  )  l’v  i  t  Contract  '.dm  in  i  s  t  r  a  t  i  on  Sect  ton*-  (  P  '  BA  /  P 1  BB )  . 


(  i )  tie  got  fat  i  on  and 
identified. 


on 


modification  'if  delivery 


a wa r d  s 


(4)  Verification  of  total  active  contract  file  reports  (F-71-3)  with 
the  contractor  on  an  exception  basic  when  indicators  warrant. 

(5)  Visits  to  coni  rat  tors  for  the  purpose  of  reducing  backorders/ 
delinquencies  and  promoting  DISC  interests. 

e .  HOW  BAD  ARE  YOUR  FORECASTS? 

See  answer  in  paragraph  4f . 

f •  DO  YOU  INTEND  TO  IMPROVE  ON  YOUR  FORECASTS?  IF  SO,  HOW? 

(1)  Determination  of  the  best  forecasting  method  is  an  age  old  pursuit 
and  in  most  cases  probably  varies  ilong  with  changes  in  the  nature  of  the 
demand . 

(2)  The  erratic  nature  of  experienced  demand  on  our  items  would 
probably  maxe  any  forecasting  me. -bod  look  bad.  However,  since  the  alternative 
involves  changing  user  demand  patterns,  determination  of  optimum  forecasting 
methods  will  remain  a  prime  concern. 

Discussion:  The  answer  to  the  question  of  "How  had  our  forecasts  are” 

involves  the  two  major  factors  of  demand  fluctuation  and  forecasting  method. 
An  idea  of  the  degree  of  demand  fluctuation  can  be  had  from  the  RF-130.  This 
summarizes  changes  in  forecast  over  a  6-month  period  and  provides  information 
such  as  number  of  items  having  changes  of  25  percent,  50  percent,  and  100 
percent.  For  example,  71  percent  of  all  replenishment  items  had  forecast 
differences  of  2 5  percent  or  more  from  March  1979  to  September  1  979.  This 

listing  has  lost  its  mean  in;;  since  price  changes  now  affect  both  the  September 
and  March  stratifications. 

(1)  Ano'her  indicator  of  OKI)  accuracy  is  the  KF-183,  Tracking  Signal 
Report,  which  provides  «ummai y  statistics  of  number  of  Items  within  and 

outside  tracking  limits 

(21  Both  the  RF •  \  30  and  RK-183  are  indicators  of  QFD  variance  but  give 
no  indication  of  how  much  the  forecasting  method  itself  may  have  contributed  to 
the  variance. 

(3)  >n  reply  to  the  question  cr,  "Do  you  intend  to  improve  on  the 

Forecasts?"  the  following  applies: 

(a)  Recent!  y  a  .-.or  les  of  meet  ings  between  Supply  Operations  and 

Plans  and  Programs  w. re  scheduled  to  discuss  exploration  of  alternative  met  hods 
of  QFP  computet i  •  -n .  oh  lent ivcs  involved  smoothing  the  workload  as  well  as 
improving  forecast  ac-uracy. 

(  hi  bio.  t  oi:o.-  >■  f  c- 1  j  -i  i  ions 

customer  participation  i  u  the  Slur 
projections  in  many  cases* 

nr  SC  Posit  >i.n:  The  in  Imo  fm.  I  or  in  attempt  lug  to  accurate  1  forecast 

demand  is  the  erratic  n.u  nr.-  of  ex  a.*r  ieu.-.ed  demand .  We  don't  till.  that  our 
current  forecasting  system  i  i  eqna  t  ,  nowc1  ti  ,  •  f  i ...  thought  that 


1 1  SC 


i  e  l  v 


out  ages 


program  and  utilizes  ot  h»: 


i  nc r eased 
'  us  t  ome  r 


improvements  can  he  mode.  DISC  will  continue  to  study  alternatives. 
Significant  improvements  in  forecasting.  If  possible,  will  probably  be  outside 
the  traditional  limitations  of  periodic  recomputation  and  will  involve 
inclusion  of  factors  not  now  used  in  demand  forecasting. 

g.  HOW  CPU CD  YOU  REDUCE  ALT? 

Background:  DTSC-P  lias  several  on-going  major  projects  aimed 

specifically  at  reducing  ALT:  the  introduction  of  two  local  programs,  the 

Automated  Tele  RFO  and  the  Pr  iori  t  i  zat  ion  of  PRs,  new  additions  and 
reorganized  management  of  the  SASPS  I  and  II  programs,  and  review  of  high 
dollar  value  proi  urement s . 

Discussion:  The  Automated  Telex  kFO  is  a  preimpl ementat  ion  of  a  major 

portion  of  the  SAMMS  Buyer  Directed  PFQ  program.  Tire  ADF  files  being  built  for 
the  Automated  Telex  Rr'Q  will  ultimately  support  the  SAMMS  program.  The 
Automated  Telex  RFQ  places  a  solicitation  in  the  hand  of  vendors,  complete  with 
ri  1  i  terms  and  conditions,  within  one  working  day  from  tire  PR  generation  date- 
This  soiicita!  Lon,  concurrent  with  tire  buyer  receiving  tbe  PR,  is  yielding 
.•••ubstanf  in  1  FAL'1'  reduction  and  is  geared  to  NS  Ns  excluded  from  the  SASPS 
g coc r am . 

The  new  locally  developed  "Prioritization  of  PRs"  program  stratifies  open 
PRs  into  significant  groups  which  identify  those  items  which  are  mission 
essential  and  impact  most  on  supply  availability.  This  identification  will 
allow  empires  is  to  ho  placed  on  contracting  for  those  items  most  critically 
needed  in  the  supply  system,  and  permit  efforts  be  directed  to  shortening  their 
leadt ime . 


The  HASPS’  T  pr  ogram  ar  DISC  was  re  1  nst  i  tuted  in  February  1  DPI  with  emphasis  on 
placing  success t  n L  orders  with  Original  Equipment  Manufacturers  (OEMs)  and 
their  authorized  distributors.  While  more  limited  in  scope  and  volume  than  our 
previous  efforts,  our  new  approach  to  SASPS  I  is  yielding  high  initial  success , 
faking  advantage  of  tin’  system  s  one  day  (’ALT,  and  minimizing  tire  "hidden"  PACT 
of  SASPS  rejects  on  Mie  manual  PR  work  load. 


:  t  •••„•  prev  {.>  is  1  y  e<e!nd"d  frem  SASPS  .11  have  recently  been  added  to  the  system 
after  'cell  it,  •’  o  . -w,  thereby  Increasing  the  flow  of  small  automated 
."i:  >  os  i  I!  •  xpens  et  more-  costly,  longer  lealt  ime,  -n.uv.M  1  c  on  t  rae  t  i  tig 
offer's.  i  !•••  eonf  I  'in  1  ug  high  success  rate  of  SNSPS  11  at  DiS<;  guarantees  its 
aiv.citrjp.  in  I  aster  ji'n  ess  i  ng  of  supply  requirements. 

Preso 1  i c i t a f I  in  review  of  high  dollar  procurements,  including  IDTCs  is 
ror  f  ormed  to  .-*ns'iro  that  the  supply-generated  milestones  are  consistent  with 
proper  central-  t  trig  uc'  tons  and  t  ime  frames  >r;d  reasonable  in  terms  of  scheduled 

oir.nl  ->t  ion  .I  'd  le  I  I  «..f  >  .'•>  >  ■<«  . 


!'i  '('  inn.  I  f  Lout  i  lined  use  •>!  •  hose  >.  ont  raet  i  ng  met  hods  and  -he 

plan  epi”,  ice.  .  •  j  i  i  v  !  e  t  • '  <  • !  -.  ;  i  a  t;a  ]  1  a  n  r  o  verren »  In  A  Iff  ter  tile  future  . 
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■  '  --s.  ;-ei, ■  ■'  r  '  1  f/J,  -.V  PAMMS  to  UPDATE  LEAPT  l  M’  “  DO  YOU 

Ala  I.  "  FoDI  *  IT  I .  ),N  RFCKARt.'ii  ' 


r 


MARK  I 


Background:  Changes  to  PLT  are  normally  computed  mechanically; 

however,  in  order  to  ensure  that  the  requirements  computation  is  augmented  by 
current  changes  to  PLT,  iHs  revise  PLTs  when  prompt  revision  is  required. 

Discussion:  Revisions  are  made  on  the  following: 

( 1 )  Recent  awards , 

(2)  information  from  a  Directorate  of  Contracting  and  Production 
(DC&P)  source,  and 

(3)  manual  revisions  also  occur  based  on  verification  of  PLTs  by  DC&P 
based  or  TTi  requests.  These  include: 

(a)  PLT  has  changed  60  days  (+  or  -); 

(b)  PLTs  greater  than  300  days  prior  to  approving  a  RB;  and 

(c)  PLTs  greater  than  200  days  prior  to  approving  a  RB  greater 
than  $25,000 

DISC  Position:  Manual  revisions  to  reflect  up-to-date  PLT  are 

necessary  to  assure  supply  support  and  preclude  backorders. 

i.  DO  YOU  HAVE  KNOWLEDGE  OF  PROGRAM  DATA  WHICH  YOU  COULD  USE  IN 
FORECASTING?  . . " 

Discussion:  DISC  does  not  have  knowledge  of  program  data  which  would 

he  applicable  at  the  DSC  level  for  DISC  materiel.  We  do  not  use  programs  such 
as  Provisioning,  SPR,  and  WSSP  to  simnnrt.  and  forecast  requirements.  These, 
however,  are  not  i ndependently/ internal .y  generated  program  data. 

(1)  Provisioning  and  SPR:  Forecasts /support  data  assigned  by  the 

customer  are  entered  into  our  requirements  computation. 

(2)  WSSP:  M  l  1  1  r  i:  v  j'H'"  <  oe  weapons  systems  managers  identify  items 

t  ha  t  are  critical  to  the  operation  of  specified  major  weapons  systems •  these 

NS\s  are  coded  essential  in  the  DISC  system.  In  turn,  DISC  uses  essentiality 

as  one  of  the  criteria  for  assigning  .vi  NSN  to  a  SMCC  category.  The  NS  Ns 
assigned  to  weapons- related  FMCG  categories  usual  1 y  received  more  support  than 
they  would  as  nonweapons. 


DISC  Position:  D!  SC  does  not  recognize  the  appl ie.;M l i ty  of  program 

data  for  DISC  materiel  at  the  DEL  level. 

j.  DO  YOU  Alt  S  US  1  COMt'G  i'r.O  PROCUkEMENT  CYCLES  AND  SAFETY  LEVELS?  If  SO, 

;  e  i  w  ’ 

See  answer  in  paragraph  4  1 

k.  IK)  YOU  REALIGN  YOUR  I  MVP:  T?'FN  1  DOLLARS  OUTSIDE  SAMMS?  !  <•'  mi,  HOW? 

See  answer  In  paragraph  41. 


1.  HOW  DO  YOll  HANDLE  BUDGET  RESTRICTIONS? 


De'cription  of  SMCC /VQF  Procedure 

DISC  applies  VQF  support,  factors  to  SMCC-grouped  NSNs  to  optimize  system  stock 
availability  and  control  stock  fund  expenditures,  while  emphasizing  weapons  and 
FILL  item  support.  The  original  concept  was  implemented  in  1975.  This 
technique  has  p  oven  invaluable  in  times  of  constrained  funding  as  well  as  a 
dependable  and  iractlcal  model  for  normal  operations.  Prior  to  implementation 
of  the  VQF  mode',  DISC  used  various  norioptimal  funds  control  policies  including 
radical  downward  adjustments  to  safety  levels  and  buy  policies.  Analysis  of 
these  actions,  system  demand  characteristics,  and  item  comparison  studies 
indicated  the  potential  of  the  VQF  concept. 

hath  replenishment  type;  NSN's  category  in  the  DISC  SMCC  matrix  is  determined  by 
its  Annual  Demand  Value  (ADV) ,  weapons  and/or  FILL,  coding  and  Average 
Requisition  Value  (ARV).  The  goal  of  our  SMCC  categorization,  and  in 
particular,  tie  use  of  ARV  breakpoints,  is  to  attain  a  significant  separation 
‘eqn  i  s :  f  ’  vns  !  r<>;n  demand  or  sales  Hollars.  To  highlight  this  separation, 
look  ai  this  sample  of  the  breakout  of  high  ADV  weapons/ FI LI.  NSNs: 

SMCC  No .  Items  %  Sys  Sales  $  $  Sys  Reqns 

G  984  1.65%  5.48% 

i  1,249  3.03%  3.50% 

K  4,190  21.50%  6.30% 

i  or  example,  SMCC  and  "K  '  each  generate  approximately  the  same  number  of 

requisitions.  5-t,  percent  of  the  system  total;  however,  the  system  Investment 
cost  is  much  greater  for  SMCC  "K. "  Thus,  SMCC  "G"  items  produce  more  system 
requisition  support  per  dollar  invested.  It  is  this  disparity  among  SMCC 
grouping  which  p. :  -e  us  favorable  trade-offs  In  applying  VQF  factors.  Note  that 
weapons/ F ILL  items  represent  A?  percent  of  system  requisitions  and  51  percent 
ol  system  salt  s  d  >1  Lars  giving,  us  a  desirable  natural  separat  ion. 

■ '' >  g I  •’  we  us-  a  r-'quisi  t  loti  f  r^queticy  breakpoints  to  define  SMCCs  but  later 
loi.:ui.  that  dv\  giv”  .  ■  :icr  results  based  on  maximum  soparut  ion  of  requisitions 
and  ADV.  in  both  cases  the  SMCC  breakpoints  were  established  through  analysis 
of  system  characteristics.  Simulation  tests  substantiated  the  revision, 
indicating  a  1  percent  increase  in  system  stock  availability  with  the  same 
••  omm  i  f  men  t  rate. 


'he  'i.e  t  Iv  J  o  1  og  v  vc  u‘."  t  ietermine  VnF  support  factors  hv  SMi  C  i  <•.  ic  follcws: 


(  1  >  a  i  i"u  1  ■<  i  1  "a  Tests  -  cM  •,  r  |  Input  data  is  collect  d 

of  5.  HUD  items  1  1  •  a  ,  > , ,  -  •  .  i  f  !  L>  s  .  fr-na  !  T,'  i  i  op  *•  I  -  i  s  ,•  u  r  >  >  ■>■  i 

a  I'd  expect  ’’I1  de  •  old.  •  iiri'i  'I  ?  ot,  •  e.  ,  pr  •  •  i  ('■'  t  comm  1  t  men  t  do  1  '  i ;  x  j 
t  c.ek  >v,i  i  i.V'i  !  1  i  ■■  ‘a,  :M, ;;;  f  ,,r  tl  range  of  VQF  support  love’s. 


La  i  sample 
se  t  pos  i  t  i  on 
■ad i tores  and 


multiplier  techniques  (standard  optimization  techniques),  for  any  given 

investment  level.  This  concept  r  .cog;.  i  zi.-s  rhe  variability  and  uncertainty 
inherent  in  tin-  computed  QF  for  each  'ten.- 

(3)  Openrionai  Volley  -  Once  our  budget  position  is  established, 

management  selects  an  operational  VQF  policy,  adusting  optimum  VQF  factors  as 
required  Lo  reflect  additional  management  goals,  and  operational  limitations. 

A  limited  number  of  individual  item  deviations  are  permitted  when  there  are 
compelling  reasons,  hut  only  with  the  personal  approval  of  the  Director  of 
Supply  Operations. 

The  curves  from  s!  eps  ,  '  )  ami  ('■  '  and  t  he  corresponding  SMCO  support  factors 
are  reviewed  a  no  revised  r.  /  tht  f.eiaaiai'.dcr ,  DISC,  creating  or  operational 
pol icy- 

In  summary,  the  SMCC/VO’  d.  I  is  a  systems  approac  h  to  maximize  system  stock 
avH i 1 abi ’ 1  tv  for  any  fund  t  ng  level,  with  particular  emphasis  on  weapons  systems 

and  FI  I.L  ;  terns.  DIS'd's  «•:.  per  .  wl  th  this  concept  has  been  positive.  it  has 

been  a  Factor  in  keep!  o,-.-  one  ave: hi i  system  stock  availability  relatively  high 
dosniio  [>er‘ •■.'•!  s  p;  .  a&in  es  due  to  extended  i  eau t i mos ,  reduced 

funding.  and  »r  rat  U  demand .  •'  'in-  weapons  and  Fid.!.  average  item  stock 

ava  i  lab  ( 1  i  ty  la-  stayed  '  iirec  pet  enr  above  that  oi  other  items.  In  addition 
it  is  a  flexible  and  powerful  nianage'in.rit  tool  for  controlling  the  commitment 

rate  . 

m.  WHAT  MANAOKKKNT  I’ROCF :>HRf  S  / i< K ."uK l’S_  00  YO'l  HAVE  FOR  TTKMS  WITH 
r»ACKORDf.KV~?~'  “ . 

Background:  Management  procedures/!  (.ports  for  items  on  backorder 

ippl  ics  to  both  at'siiv  ovi  i  I ,  li  vidua!  NS  Ns.  Following  discussion  will 

follow  t  b.  i  a  division,  with  *  m  tin  t  .koat  by  SAMMS  and  non-SAMMS.  Sequencing 

nf  the  procedures/ port  s  is  ■■<>>  .-.tended  to  infer  any  ranking  or  comparison 

among  those  listed. 

■  i  ro- us s  ion: 

t  !  )  d  y  :i  t  flu  : 

(n't  'AMMS. 

•  l  o  •  .  ■  .-■!>,•  •••  .  i  i  a  h  i  !  i  i  y  and  Workload  An  a  i  vs  i  s 

Report. .  hrovides  much  h!  •  o  ,  <  lea !  data  on  t  ysl  eiK-wlde  basis.  Data  i  . 

' ;  >  u  r  i  a  •  tor  k  • .  S  ’  "  It  i  ■  po  r  is  i .  ■  ■ .  1 1  >  !  ■ ' .  ■  1  >  • 

i  i  1  Age  .'  .  i  u.-o  .  v.  ,  >ws  aging  t  f 

.  .-’.era  t.y  .so  j  n  in.  a>,t  i  i  egor  les  .  Cot.nl  S  tie  sum  <"-f  stocked  and 

<  '  :  ■  -.i  -eo  e  j  n  ed  !  .,,-plv  i:i  (  t  et  !  Ive.vss  Report 

.  ■ .  demand-;  and  b.c  •  1-  ■  >r  n  ■  r  ■  .  st  .:!■!  l*  b  .*  ny  Fit  . 

■  ft;; 


(b>  bo 


(1)  backorder  Analysts  Management  Summary.  Shows 
statistical  data  on  backorders  and  N'SNs  with  backorders  by  KSC  for  stocked 
backorders  wh !  *h  arc  considered  DSC  chargeable  backorders  on  Tart  1  of  F-67. 

(2)  Supply  Management  Category  Codes  (SKCTs).  Shows 
demand,  backorder,  and  availability  by  SMCC  category  codes- 

(2)  led  i  •■dual  MS  Ms: 

(a)  .AMMS: 

F-Tl  -  i.lstlng  oi  Items  placed  on  Backorder.  Provider  listing 
of  all  ri'.pii  si  i  ion  I  ■  no  i  i  oms  currently  on  backorder. 

(  b)  Non-  S  \,'j  ts  : 

(  I  >  filc’M-A  i 
eloquence  Meins.  Provides 

sequence. 

'  '  •  i"  ••!!»  ary  Managers  Brief  .  For  soloes  items  with 

rapid  dec  and  Increases,  inventory  managers  brief  the  items  with  i  tie.  Director  of 
Supply  Operations  aft  or  demand  analysis  and  contact  with  users.-  This  promotes 
improved  demand  forecasting  and  awareness. 

•  .1)  S.'IAi’T  I'eam  Management.  Transfer  of  se'ec'ed  items  to  a 
special  KCl>b  "earn  if  '  v/ontory  managers,  procurement  and  t  bn  Pv  1  specialist, 

i  c  r  i  *  i ,  i .  ■  u  .\ T  ;  a  .  d  Mi 

!  :  ow  Process  Review  ■  A  rn.-tnagetr.en t  in*  onv.af  ion 

technique  to  m.  .n i l the  flow  of  paperwork  through  DISC.  Delays  at  critical 
points  in  t  h°  flow  f  requisitions  and  supporting  document  .■»*.>  discussed  by 
r  h-t  ..  liwamlir  u-i  the  :  ;iwt.  I  ve  1  omm  f  1. 1  -n: . 

; • ;  • 1  7.i  i  u*  i  a  c '« •  ;  Pc ;  i.  I  s!  :  'ir,  •  A  1  I  s  i  .  i  ill  t'-tekor  d 

1  -  •  /  ( t  *  IA  -.  ’  •  ••  i •>.'-!  f  -,g  '  a'i  rv  -i  i  t - ■  i  i  >■  [  >'n  i  ed  *  i  '  M  ;  ;  or  r*'v  i  :>a  and 

.si  i  da  1  Ion. 

'  '>  '■  i  i  i  ’  i  ■  ■  ■  - 1  i  gn  f  i  • .  a  V  a  1  i  ’a  !  '  •  ■  .  li 

f  ■  ,e  ■  *Afv-' '  -  .  » *  .  ■  ’  1 1  ■  i  n:i;  ■  ■■  it  i-m-  (  i  n  ve r t  (  . ;  t  -.-  ">  -  ■  ■ 

•  •  i-  r  respoiuloti.-e  :  v  i  i  !  date  selected  ,>  ged  backor  d>  .*  lines 

t  ••■.per  ience  s  tie  w;  D  *  c  :  r  a  ii  1 1  pa  V  -  >  1  f  ,  he i  i e '  -  -  d  to  he  Inf  1  mimvi  r 
■ ;  u  :  m  c  h  i  a  l  ,  i  r  -  ■-•.;.  i sc  i  Ac  ns.’  oirej 

(  •  •  :  ,  .  ;  ..  n;  • 

(  1 1  •  !  •  is,  .  !  u  -  ■  >1  po  rat-.l  A  ■  :  ■  ‘  Mil 

1 1  -  o  '  i  :  -  -  -  .  ;  e  .-  c  .  i  -  -  -  ■  f.  f  c  i  ‘  1  - 1  *  -  1 1  r  c- '  1  n  f  s  *  -  >  is;--  ,  oraa  u  -a  i  '*  a  I  -  u  i 


1  d  1  t  :  ■  M  i  t  - ' 

use  >  M  line 
' ' . S .  Forces . 

v  t  he  pc- 1  >  on  i 


R.i''koHer  Informal  ion  as  Related  to  High 
listing  o’  NS  Ns  in  descending  backorder  count 


t  ,  h . 


-  1,,'Hl 


n  ven 


(3)  Open  Aw t ids  to  Contractors.  Listing  to  be  forwarded 

monthly  to  contractors  to  tv„’  !  o  .-•.•gul  nr  vendor  reconciliation  with  contractors 
and  to  reduce  ins  La  net's  of  t. oarer  tip!  of  contract  copies . 

5.  Follow-up:  DISC  person. >.-.*!  arc  sending  us  additional  information  regarding 

demand  frequency  and  amount  of  backorders  on  new/provi sioning  items. 

WILLIAM  R.  FRAZIER,  JR,  CAFT,  USAF 
Operations  Research  Off  Leer 
Operations  Research  Branch 


APPENDIX  0 

m .A- -I,()0  '  2  S  August  198! 

MF.MOKANDI'M  Ft  M’  KKCORO 

Sills, IKCT:  IK)  i)l.A  B  H-konler  Review  Team  Visit  to  PPSC 


i  .  Hack  >  ron  nd  :  Hu  ?  8  August  l'*81  ,  the  HO  OLA  Backorder  Review  T^atn  pa  i  d  a  one- 
day  visit  to  DPSC  to  d iseuss  ways  to  reduce  backorders  with  DPSC  staff  members 
from  Medical,  Clothing  and  Textiles,  and  Subsistence. 

Purpose:  The  purpose  was  three  fold: 

a.  io  oht  lie  ana  1  v  se  s'  tot  i  es  conducted  hv  MPSC  in  the  pact  and  which  a  re 
st  i  !  1  re!  ev'in!  t  n  i  he  1  opics  ot  : 

I  ;  -■  ha  ’  orders 

i  }  f  u r  ecus t.  i  ng  , 

(!)  r  equ  i  rement  computations, 

(  \  )  I  end ;  ( men ,  a  ml 

(8)  d  e  I  i  u'|  u°  nt  deliveries. 

!'  •  in  *)hf  i  ’•  tiv-wers  to  I  2  backorder- re  i  '!  ed  finest  icon  :  t  i  so  i  hv  the  IK' 
DhA  backorder  Review  Team. 

c.  !  1 1  >  tie  '(pies  n  I  t:k->  following  tepo/Ls: 

•'  ,  '•  ’,  It  i  •.  .  ;•  ,  I  I 


>  1 

■•a  i,  •  •(■.!<■■■ 

r  .  i  •  » •  J 

;  1  '  , 

if- 1  i 

*'•  |"»  f 

1  ) 

1  t'ad  t  i  ’’le 

rcpoi i s 

Pd 

f  t  i  c  i  n, 

it  ion: 

H1 '  i 

H.A  Hack  > 

■  ^  r 

l  r  r  :  1  ; 

Mr. 

-  ■  ■  -ad  i  n  i 

1  ?*!*  ‘  T 

Medina  1 : 
(DPSCA) 


Colonel  Hino  Pulclnl  Chief,  Supply  Operations  AV  444-2146 


Sally  B i rd 
Walter  Ranif-vi 
Ray  Andrusko 
Major  Frank  Heim 
Ron  Carfagno 
Steve  Sadler 
Bob  Walls 


Clothing  &  Bill  Ho ha n 

Textiles:  Paul  Zehrowski 

( DPSC-T ) 

Subsistence:  Art  Solomon 

( npsc  -s ) 


Supply  Operations 
Deputy  Di  reet  or-Medi cal 
P  rocu  rement 
Procurement 

Inventory  Management  Branch 
Management  Support  Office 
Management  Support  Office 


DPSC-TS 

DPSC-TS 


DPSC-S 


AV  444-3031 


AV  444-2903 


4.  Findings  :  The  following  quest  ions  we  re  discussed  by  the  Review  Team  and 

the  DPSC  staff  members: 

a.  WHAT  ARK  TUP  CAUSES  OF  YORK  BACKORDERS? 

DPSC-A 

The  three  major  causes  oi  backorders  are  increased  demands,  contract 

delinquencies,  and  pre-award  problems • 

DPSC-T 

Backorders  arc  caused  by  : up rog rammed  demauds  (75.4  percent),  contract 
delinquencies  (l).!  percent  1  ,  tariff  turbulence  (6.1  percent),  and  other  causes 
(  3  .  •  pe rcent ) . 

DPSC-S 

The  Si.r  •:  i  »t  eit-  c  anmod  i  t  y  has  virtually  no  backorder  problem.  N’c 

e  >  1  ■ .  c  !n  .  i  .  i  .  .  .(!*:•  '  p*  r  j  nip  "■ 1  e  /  nonpe  i  i  ■  ..hub  i nature  c.i  !  in.  .•  omirod  i  tv 

and  because  of  t  he  suhoi  i  l  utabi  :  i  l  v  option  which  is  a  va  l  i  ah  :  c  for  moat, 

r  eqn  i  s  i  t  i  out; . 

h.  HOW  SntM.D  YOP  RKDi-O-  BACKDRDPKS? 

DPta:-  A 

We  bivi  reduced  backorder  1  b  rough  the  foj  lowing  t  erii  n  i  ques  vh  !  eh  are 
now  'U>gC)'  ng : 


(1  )  Kevieu  a  'vi  ciilvsl'j  rtf  every  :  t  ,  -  «,•  1 1  is  ’.0  1 


no.,  or  "i'll 


hack  o ru c  r  . 


(’)  S.i).e  i  v  { s.  •  ry  rev2.*w  oi  -.‘very  f  i  t-iii  u’oi  I 
bickot\ler  not  i  i  i.  a!  io.i. 


i  'es  a  lii s t - 1  i me  m. 


K  3  )  An  •  at  -at ma  I  v  i  t  !  n,  .••••  i  \  Vride  .  i  eg  with  Pro.  or,  Tent., 

'  C'-hiti  il,  and  Sup  pi  y  p..-  •\s.mi  ••  '•  ><■  :  ••  vet-w'i.  p'.<  ...  ,,  .  ih.st  i  i  .-ins  ..it!, 

the  most  lines  or,  ba<  ’*  tilde  •  a..;  ,<  v  ll,-’'  ;,c,f,  >!  i  '  .  t  :  i  ;  ,  ! 


i  .  ii. 


(A)  A  monthly  I  otter  to  our  customers  Indicating  the  reason  and 

estimated  release  date  fot  every  (tern  with  AO  lines  or  more  on  backorder. 

(A)  Continuation  of  six  month  procurement  cycles  to  the  extent 

possible  wifi)  In  funding  limitations. 

(61  if  MM  TP  6  control  levels. 

DPSC-T 

Baekord  ts  con  Id  he  reduced  in  several  ways: 

(11  Buy  CRT  on  no  less  than  12  month  cycles. 

(2)  Kit  her  f  ighten  up  and  enforce  restricted  CFM  drawdown  clauses  or 
change  the  way  requirements  are  portrayed  on  CFM  buys. 

1  nr  »eas»>  cur  rent  CFM  level  from  one  to  three  months  - 


(A''  !<et  rotate  qualified  bidders  list  and  remove  poor  contractors  from 

list,  e  .g  .  ,  i  a  neb  i  . 

(5)  eliminate  small  business  restrictions  and  encourage  wirier 

competition;  o.g.,  dress  coats. 

(til  Mere  accurate  pte- award  surveys;  e.g.  ,  Vi  Mi  1  . 

(7)  Have  factory  test:  each  size  on  new  patterns  and  compare  to  old 

existing  si/'r  to  predict  need  for  size  tariff  changes. 

(H)  Have  all  POTS  pipelines  verified  with  the  Military  Services; 
e.g.,  Marine  Corps  forecasting  problem. 


(9)  ."pec  i  f  i -at  i  on  requirements  are  too  restrictive;  e.g.,  cloth 

si:  ulo  (.rath  I  •  >  •  i )  M'-  .••.!>  i  rt  cloth  and  Navy  women's  hi  tie  fabric. 

s  t  )  e.i-,;  t  he  n  standardization  among  the  Military  Services;  e.g., 
Navy  request  to  r  *  *  nl  reiiu  c  nC  it’  7  fatigues. 

f  !  M  .  'ihei.-nce  t  <<  terms  o*'  t  ite  coT;tract  sice,  hv  delivery 

t  i  vc  f  rame  . 

i.  I  2  '  Clothing  s  'i  ' 
r>-q n  j  r> vi  ter  level  s  not  ot  ■ 

Coa  t 

;t  1;  :  ,t  abl  I  so  e.lit  poi  i  cv  i  •>*  t  once  ?.i .  requlsit  i  <>••.••  .  Ke<- ommend 

;  i  •  a  .  - 1 1 ;  l  nr  i  ;  er.t  review  and  approval  (  sru»  ,  sweaters,  etc.,  :»•  mv  M.Osl 


:,l  ho  advised  to  vequisi*  ion  onlv  quant  it  its 

or  two  year  periods;  e.g.,  Coveralls,  Shipboard, 


v!  •  '•  iv.  •  bo  I  .reel  it.  i  ce  M'-i  p  r  oc  ed  i.  r  s  rattier  •'  ,n  >mn  rog  rammed 

req  i  i  s  i  1  i  e  ■  >  ■  ;  Man,  M  to  I'rnl'M  I  "  cfo  rge  r  ,  and  ina  .  ot  be  items  in 

the  ■  ■  1 1  o  ,t r  . 


I) 


(15)  Establish  ad  hoc  committee  to  review  mandatory  items 

NIB-N1SM -FP1 .  (Constant  M/Os  on  Kit,  Bag  rivers,  and  Tag,  ID) 

(16)  Limited  product  ion  nit  glove,  T.A.P.,  glove  Butyl.  These  items 

constantly  on  M/O  tor  past  five  years,  with  M/Os  of  600  and  2200  lines, 

respectively.  Primary  reasons  for  limited  production,  Norton  Manufacturing 
'orrpanv  has  a  determinative  edit  in  the  molds  and  equipment  which  precludes  any 
other  bidder's  interest. 

(17)  Establish  id  hoc  comm i t tee  to  review  many  more  items  for  possible 

requlsi  t  i<>n  type  coni, arts;  .-  HnKed  States  National  Flags. 

(IK)  Supply  Hx  quest  Packages  -  EDOS  established  JAW  procedures  and 
based  upon  service  subir.  j  !  t  i  <1  ;  equ  i  rement  s  by  sire.  Any  size  turbulence  not  in 

line  with  service  forecast  results  in  M/Os.  All  M/Os  should  he  cancelled 
with  i  revised  I'MOS .  fa  »  that  foil  p  roeu  rente  nt  s  are  made  to  cover  size  or 

genet!.:  whichever  rite  t-iv  '!'h  f >  i  e.e  t  u  rbi.l  e>.c  •<  has  hugged  us  many  times. 

(!'■))  t  !iat  ')i  A  .  -iivur  in  permitting  service  not  to  submit 

re.,  jjr.it  :  oils  •  .-.  OPT  uni  i,  i  ■  ivvifwl  i « ’  S ;  c.g.  .  Kit  ilav  I  '.  i  rs  .nd  .laiket 
Fivers,  and  1  ns  >  pul  as  . 

(20)  Iner.Ms-.  of  hails  of  i »sua  prior  to  notifing  IjPSC,  resulting  in 

M/Os  for  a  long  pei  i  ud  of  r  ime,  e.g.;  Coveralls,  Shipboard. 

c.  WHAT  ARP  THE  CAUSES  OF  OF.!.  1  NQUt.N'I  PEL! VKRIF'l? 

DP SC- A 

Several  causes  of  del inonenv  deliveries  are: 

(1)  Ciuit  r.i.-!  or '  s  inability  to  .obtain  ingredients.  packaging 

mat.,  riels,  et;.  .  I  rr.n  s.ipr.  I  i  ••  l'.s  . 

(’)  T. ..i  i  d.ila  which  is  acceptable  to  the  Food  .nd  t'rug 

A dt.i  i  n  i  st  i  .)  1  ion. 


n) 

P  i  ,e  r  c  er.  t  a  1  ■ !  V 

!  J rst  article  from  production 

(•< ) 

Poor  p i odui  t  I 

■  .n  pi.!  nn  i  u)>  • 

( ’> )  I’  i  anl  ovei  '  o  id  . 


npsc~T 

Legal  vi's\  t  i  i  c  t  tons  requiring  use  of  small  businesses.  ?,aws  that  will 
nor  allow  TAT  to  stop  doing  business  with  consistently  delinquent  coni  factors, 
because  of  the  naimo  of  the  commodity,  about  RO  percent  of  the  awards  go  t o 
sma 1 1  bus i ness  - 

d.  HOW  DO  Y  i.:  ATTACK  THE  PROBLEM  OF  DELINQUENT  DELIVER  TEE? 

DPSC-A 

the  problem  of  delinquent  deliveries  is  attacked  by  vigorous 
administration,  insuring  appropriate  consideration  reverts  to  the  Move rnmeni , 
assuring  notirespons  i  bl  e  contractors  are  denied  future  awards,  and  processing 
T/n  where  necessary. 

DPSC-T 


The  ptudili".  of  de  1  I  equerit  deliveries  is  at  tacked  h\<  using  the 

’  e  t t  e  oi  Mo  e  t  o  r  i  ng  ,  negotiations,  sire  charges  ,  i  oca  1  pu  'u'l'.ase  , 

c  eai'iie  rc  i  a  1  preen  t  er  cut  .  and  substitution. 

e.  HOW  BAD  ARE  YOUR  FORECASTS ? 


DPSC-A 


We  find  mir  t oiocnst s  t o  be  generally  satisfactory.  The  only  deficiency 
re  l  ave  idem  'fled  s  that  SAMMS  does  not  allow  for  seasonal  trends.  Forecasts 
t  !  r  seasonal  (“its  •  re  always  one  step  behind;  while  demand  is  increasing, 
•Ay  MR  is  p  'dir  i  ng  a  decrease  based  on  the  just  cotiipl  •  tee  slump  season . 
l  i  •:"»  i  s*  ,  SfM,'fS  *  s  unable  to  react  correctly  when  the  peak  s.  a  art  is  over  and 
d  I’m  i  nd  s  beg  I  n  to  fall  ot  f  . 

at  1  east  T'  o'l'oital  ’.SMs.  I  Ms  make  manual  ad  ins!  men;  f  o  lbe.se 
i;  s  in!  iii!  i  t  h  t  i*‘‘d  >•  their  k  now !  edge  ,e  the  in., 

DPSC-V 

1  i  ••••.;•  •>>  I  v  as  geo  !  a-.  ;  a 1  u  i  ra  1  i  ■  - u  rm  •’  i  •.•<•••  t  *  •  r 

i  .  1 1  •  i  t  I  ■  c  r  .a  .•.■lie:  ,i  n  I  t  o  i  in  gh  a  ages  ,  tie'  I  ead  t  i  me  is  to  t  <>  t  t 

program  data  and  net.  ter  cetrrnuni  cat  i  on  with  the  Services 
t  r,  rren  st  i  tig  . 


t  he.  Sp  r  j  ;  co  s  . 
mo nl  !-°  .  Mo  e 

could  improve 


1:  hi  :mpm  >•;!••  O':  Yi'HR  F' 'as  !‘S 
Dlh SC-  \ 


IP  St!,  Ir'U’ 


i  -red  i  .  t  •  ■  ■  1  a. ns  ;  i  i  1  ■  :  a  i 

i p|  i  ■  >,o  -  1  1  ■  !  i  ■  ••  ui a  1 


’•>  -uu  t 


’'PSC-  <• 


M  r 


■■■  |... 


?>  • 


HOW  COULD  VOU  REDUCE  ALT? 


DPSC-A 


ALT  ha  3  b-en  reduced  by  the  increased  use  of  requirements  contracts, 
the  automatic  placement  of  delivery  orders  against  the  Automated  federal  Supply 
Schedule,  and  the  increased  use  of  the  LETT  system  for  placing  small  orders. 


UP  SOT 


AI'!'  cc  Id  he  reduced 
the  resolution  of  protest, 
having  only  an  annual  '.'.0 
override  a  CMC  protest,  1:  the 


oy  having  fewer  levels  of  review,  by  expediting 
bv  continuing  the  ten  oldest  P/«  briefing,  by 
clearance,  and  by  having  the  authorization  to 
second  low  bidder  is  a  small  business  firm. 


h  ‘  'll  19S  '!?'■  Pi?ot;>-'H:RKS’  OUTS  IDE  OK  SAMMS  TO  UPDATE  l.EADT  I  MFS  ?  DO  YOU 
USE  MAkh'-T  KFS!/.AR',H/*>UCDi’<M  (On  RKSF/vRCM?" .  ‘  - - - : — 


DPSC-A 


»o,  \c  <  ,  .,f  e..t  -yet  1 01,  basis  when  'Ms  make  i  Langes  to  once  if  ic 

iteins  based  cn  thoi  i  r  .now  I  cdgi  o»  unusual  circumstances. 


DPSC-T 

All  prom  rem  t-nls  is  excess  of  Sit)!), DUO  ate  reviewed  bv  an  industrial 
specialist  prior  to  solicitation. 

'•  jX!  Yoi'  HAVE  KNoWI.EPC!'.  uj  JPKOCRAM  DATA  WHICH  YOU  COI’LD  1. M F  !N 


DPSC-A 

w*'  |,M  bate  k  i !  edge  of  piog-am  data  which  we  o-uld 


u:  e  t  n 


M’SC-T 

""’’r  '  "  1 ’  ■  -1  *»•  • 1- recast  i  ug  r.lau-;;  to  m  i  1  i  t  .i  ry  sc  let  gth, 

i  <  ■  Ci'  i  t  i  •  ( p ! i *  j.  t!  jt-c  :  ’  or  ,  and  .  1  i , .  con  ;  t  rue  t  ion  . 


)  •  DO  Y<  >1  AU.ll.H  f  Ci  Oie:  ry,:,  y. ,  i  yy.;.-  : ..va.;--, 


,  m  -•  \  k  ••  y 


il-’-.VY  i.KVr.t  S?  1. 1:  >0 


(  ’  1 


U!  a 

v  1  t • : s  :  ;  t  (.‘ins  w  t  f.  h  r  ■  :ii  ‘  f  t'lp.t-'i! 


Oil!  - 


(  > 


d  )  Ve  In,  »v.:w,  !•!(.,  M»  , rnu--. :.*  -ye  I.-:;  fa,  1 1  om;,  which  reqnir.  m 


u  1  '  I  -  v  i  -  a  1 


a ,i' |  r.i las 
”>a  ■.  -  in  d  •  ■  i  r.  :'a 1 1 !  .  m  ■  . 

requ  i  r  em  ■■  in  .s  w  .  .  n  t 
so  (  a  r  i  ii  ad 'm  iv  ,  ,  i 


la  -S  ''re  :i:  aosM...  IV.'li  .  oil  '  (;  CO!  led,  t  lie  >  f  uhroui. 
1  1  1  r  V 1  :  ■'  *11  .a  W'  .  d .  v  n  *  Oped  ! 


it'll  aur 


I  idle  :  !-.n  SI  tie  i  ihs  Tilt  -a'htsluie  had 
■'  ’  "  n  ■■l:. I  .  that  i 'a  uont  ran  to  i  fOi'Iil  not  im.-t 


oi:>'  delivery  dates  on  time.  ''’he  chang"  to  a  multi-year  contract  for  these 
i  1  ems  .list;  served  to  broaden  t  ho  procnci'mcnt  hase  and  open  bidding  to  morn 
c on panics. 

(3)  We  reduce  safety  levels  on  shelf  life  items  to  allow  stock 
rota  t ion . 

opsc-t 

(1)  CS I  adjusts  safety  Levels  according  u>  its  SOP  4140.36.  Under  tin' 
provisions  of  this  SOP,  C&T  has  fixed  safety  levels,  variable  safety  levels, 
priority  control  levels,  arid  a  saiety  level  adjustment  program.  The  safety 
level  adjustment  prog  t  am  is  implemented  by  the  Item  manager,  who  uses  a  manual 
technique  to  dot  r  nn  i  n«*  rite  :v  ed  to  increase  or  decrease  the  fixed  safety  1  eve ! 
on  an  it. em  . 

(2)  C.4T  adjusts  procurement  cvcles  according  to  its  SOP  4140.17. 
Under  the-  provisions  -i  this  SOP,  procurement  cycles  are  periodically  reviewed 
based  unon  the  pc  i  t  i  n<"it  item  category. 

k.  IX.)  y.)>i  p  KAU  yorit  INVESTMENT  DOLLARS  ■  <U_TS  I  ;v‘  SAMMS?  IF  SO ,  HOW? 

DPSC-A 

No,  we  h  cot  realign  nvestmen'  dollars  ,.itit  s '  -0  of  SA?i"'i  . 

DPSCyT 

This  quest  ion  dot's  not  apply,  since  CAT  do*  a  not  operate  within  t  lie 
SATIS  s  t  t  ur  t  u  r<  yet  . 

l.  HOW  DO  YOU  HANDLE  HIT  POET  RESTRICT  TONS ’ 

DPSC- A 


We  won  I -t  I  t'l  i  iv.'ly  reduce  pro/  iii.-infiit  cycles  on  items  which 

!t  id  reached  r>'t>»  Hi  r  point.  "h ;  •'  won)  i  increi.-e  the?  p rehab i  1  f  t  v  of  bn;  V  orders 
on  host  i’i  i  •  f.i  1  •  •  'h  >rt  t  e  •  "i  so’ o'  t/e>  c  :  he  ama  arioiiut  n  stock 

would  event  ■;  1  '  1  v  a  t  ■■  to  lie  pur  Tinned.  -'Ll  or  hv  piodiictt;  «■  t«l  1  he  an  ’  "e  re. a  sod 
cent  nil!  In:  v.o>rk  >  o.t.l  a  n«l  the  result  i  eg  PALP  grow*  h  . 

npsr-T 


i' 


npsc-r 


Three  -  -men!  reports  i.sr-J  by  C&T  personnel  for  the  management  of 

items  with  back  -  rs  are  the  "Pally  Report  of  Materiel  Obligation  Variance," 
the  “Consolidated  Weekly  Material  Obligations  Listing,"  and  the  "Monthly  List 
of  Material  Obligations  ovi  :  90  avid  180  Days  Old." 

5.  Follow-up:  DPSC  personnel  arc  sending  us  additional  information  regarding 

demand  frequency  and  amount  of  backorders  on  new/p rovi sioni ng  items. 


WILLIAM  R.  FRAZIER,  JR,  CaPT,  USAF 
Operations  Research  Officer 
Operations  Research  Branch 


APPEND 1 X  E 


l>i.A-L(>0 


27  August  1981 


MEMORANDUM  FOR  RECORD 


SWB.JF.C,  i‘ :  HQ  DC.A  8  t'korder  Review  Team  V i  s  l  t.  to  DF.SC 

'■  Background:  On  27  August  1981,  the  HQ  DLA  Backorder  Review  Team  paid  a  one 
dav  visit  to  DF.SC  t n  discuss  ways  to  reduce  backorders. 

2.  Purpose :  The  purpose  was  threefold: 

i.  To  obtain  ana!  vses/  studies  conducted  by  DF.SC  f  •:  the  past  and  which  arc 
st.  ill  relevant  to  tin  topics  of: 

(  1  1  v\ ■  ! ' .  r  <!  t  •  rs  , 

(2  )  forecast:  t  ng  , 

r  vp:  i  foment  computations, 

(4)  leadtlrr.es,  and 

(9;  del f nonen r  deliveries. 

h-  To  obtain  answers  to  1 ?  backorder-related  questions  -aised  by  the  HQ 
01, A  line kord*""  Review  Team- 

c-  lo  aequir<’  cop ie*:  <>f  the  following  reports: 

(1  •  ■  h  Ot  •  Report  . 

<■''  ha--'..,  ird.  ■,  .  . 

!  '  d  •  ■  1  i  i  ••  •  .  - 1  a  >  t  ■!  it.,! 

(4)  lead  time  reports. 

1  .  !’’!•:!(•  i  pa  •  i  or:  • 

•  !;  !  Hack  rdc  t  Review  Team.  JH|>  ie.  Unwin;.-  «.  „V-' 

i  t'  -I'll  p.l  r  t  i  1  ; ■  I  ;  ■  A  :  ;  '  hi  v  f  ■;  ;  t 

v»  •  "enni.  i.  '  i  mi:'  ■  ca  •  .  <...A  I  <•  .  ;  K  ,  7  •  >/> 

'•apt  w'i  I  I  f  ,i:i  '■  .  I>  i?|rf  it  ,  l's\K.  ■ .  f .  \  -;.,m  ^ 

Mi'  -  I  r\-'n,  i  1  A  -T  OK  -\V  7  84  tt  1  H  \ 


t  t„. 


Rev i ow 


t 


n 

i 


« 


i 


b.  DF.SC  Staff  Members.  The  following  DESC  personnel  participated  in  the 
discussion  f  backorders  a*  DESC: 


Mr. 

Robert  Peyton 

DESC  -C 

AV  850-5381 

Mr  . 

Wliilam  Siwee 

DESC-CB 

850-5221 

Mr . 

Bernard  Kenecht 

DESC-DB 

850-5381 

Col 

■Tames  But  tvrworth  . 

USAF 

DESC-I. 

850-6155 

Lt 

Col  Palmer  Smith,  IJSAF 

DESC-LO 

850-5064 

Mr. 

Robert  Cuuibert 

DESC-LO 

850-6157 

Mrs 

.  Louis  Fish 

DF  SC-1,0 

850-5295 

Mr . 

Robert  Dawson 

DESC-I.0 

850-5295 

Mr  . 

Robert  Gaeke 

DESC-LS 

850-5525 

CAPT  Wayne  Cox ,  iJSN 

DF.SC-0 

850-6135 

Mr  • 

George  Young 

np.se  “0 

850-6135 

Mr. 

Donald  Cress 

DESC-OM 

850-5169 

Col 

John  Andrews,  I'SAK 

DESC-P 

850-6115 

Mr. 

Mike  Haines 

DESC-P 

850-6117 

Ms. 

Frances  Berry 

DESC-PM 

850-6261 

Mr  . 

Joe  Bur  nek.. 

DESC- PMB 

850-6261 

c.  Entry  Interview.  L'po  i  u,i  .'./lag  at  DESC,  r  he  Review  Tear.,  met  with  BGF.N 
Anthony  F.  Albright,  USA.  'A ■mn.an'ie r  o»  L'ESC,  and  discussed  the  purpose  of  the 
rev i e w . 

4.  Findings  :  The  following  questions  were  discussed  by  the  Review  Team  and 

the  DESC  staff  members: 

a.  WHAT  ARK  THE  CAUSES  OF  YOUR  BACKORDERS' 


The  chief  causes  of  backorders  according  to  a  DESC  report  (December 
1980)  which  was  based  on  two  previous  backorder  stud ies-~The  Report  of  the 
Backorder  Study  Group  and  The  Study  on  National  Stock  Numbers  ( NS Ns)  in  the  Top 
100  Backorder  Pos I t ions-  are : 

(1)  increased  demand, 
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Hoy  (OUi'.D  V.'M  F'r-T.Dt  : 


I'i'.SC  is  test  i  ng  one  new  program  and  has  proposed  two  others: 

(I  )  P! SC  has  developed  a  Potential  Ba'korder  Program  (PBP)  wtdch  was 
implemented  I  September  1  RgO  .-md  :1s  being  tested  for  one  year.  Tie  PRP  was 
programmed  to  identify  the  NS  Ns  with  the  greatest  number  of  Potent  la l  Backorder 
Lines  ( PRL)  in  time  for  corrective  action  to  he  taken  so  that  actual  backorder 
lines  will  r.ot  materialize  on  the  NSNs. 

•:  1 )  >  e  day  !  SRI  tip  SC  proposed  a  Variable  Safety  Level  (VSL)  change  • 

This  proposed  cr.’.nge  is  based  on  using  a  normal  leadtime  demand  distribution  to 
replace  the  negative  exponent  ini  leadtime  demand  distribution  presently  used  in 
the  VSL.  This  change  offers  the  potential  for  decreasing  safety  level 
investment  w1-  th  a  concurrent  decrease  In  backorder  lines,  given  the  same  level 
of  pro  jeote  I  i  t  men*  r,  over  two-year  period- 

( 1 '  in  Apr  I  :  l°-fil,  !)C';(1  proposed  a  SVi'S  Tracking  Signal  Mod  j  f  I  cat  inti 
on  using  standard  deviation  of  leadtime  demand.  They  proposed  a  methodology 

f  'i  r  ra  ’  <  ul  :t  '  nr  >  ’-aitime  standard  deviation,  to  he  used  in  a  reformul  ated 
t  r.’rkiiv-i  sign5*  •  rttxi  •"  »•(>•' responding  VSL  rot  b- pendent  on  smut:  tiling  factors, 

i  i  o  •  •if’-  -  •«-:  I  rig  demand  items  -d.o  • .  .1  cr,  o  t  t  h  no  <?f  t  act  on  t  hr 

.  a  i  d  i  a-*  f  *::sr  staff. 

The  review  team  received  a  briefing  or*  the  DESC  Wide  Backorder 
Study  Report  t  bat  we  -•  completed  on  'll  duly  1 980  by  the  Stock  Fund  Financial 

!’ i  .tuning  C'ipvp  i '  r  Th  I  r  *'oran,i !  tto  examined  several  proposals  to  reduce 

bac  korde  *'s  . 

C.  THAI  iiJ!:  1  dr.  LAl’fcS  OF  Mil.lNqUKNT  nF.LV'T.aiKSV 

Of'sr  *e  p- ,  •  e  ;  the  following  reasons  the  d**  1  1  deliveries: 

( 1  1  Font  pact  -u  m  i  smanagemen  t  of  res,  nr;  os  ,vd  ,'..>r  In  for  mat  inn  .  v  resul  » 

.•  n  the  .  uni.  :  -u  ■■*  he  eg  dr  •  i  ii.cipn  f  in  performing  awards,  -orit  rant  .-  . 

i:c.  i‘  licit  it  ijuani  I  i.  t.e„  -or  •  ■•*  .....  ;•!•>•:  u- ;  i  r;  :  nns  may 

■  o  '  -h*  u-rji  !-i'»  h.-s  c -tough  s  '->i  a  n-rnal  run . 
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tr.u  im  s  bus  I  ecus ,  '.if  s'  orders  taro  a  !•  ick.se  *.t  io  mere  "  i.r'u*'  taat'  iccounts 

such  as  the  ant  onof  j  to-  industry,  oriel  in'  ‘apt f  pmon ;  man  a  f  t  ■  ;  n  r  •*  r  s  "  a*"*  inntP,  a 

Si  unit  litiirer  s  Cv.n  ruods,  *  .  a  trtfe  r  vh c  h  '  ;  g  i:i.  t  *  •"  i  <  msd  Si  ••  v  i  c  . 
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consideration  being  offered  by  the  contractor.  If  a  new  schedule  cannot  be 
establ  i  shed  a-1'  if  the-  new  schedule  and/or  consideration  .are  not  acceptable  to 
the  Government  ,  i  lie  pun  base  order  a;  ay  be  withdrawn  or  the  contract  may  be 
terminated  for  default.  Tills  (ntonaatlon  on  the  contractor's  performance  is 
provided  to  the  buying  office  by  the  Production  Division.  If  the  contractor 
persists  in  being  delinquent  in  performing  orders/contracts,  the  contract 
administration  office  may  request  that  a  pre-award  survey  be  performed  to 
determine  the  contractor's  ability  to  perform  on  contracts.  The  contract 
administration  office  may  request  that  the  buy  offices  require  two  signature 
contracts  on  all  awards  and/or  remove  the  contractors  from  automatic  selection 
in  Phase  i  and  I’. 

(2)  The  procedures  for  DI.A  Form  i 128,  Procurement  Subsystem  Amendment 

Data  Transcript  Sheet  (YPK/">PM  Supplement),  expediting  delivery  have  been 
revised  by  DthSC.  The  changes  were  made  in  an  effort  to  reduce  the  Form  1128 
volume  going  to  pro;  uremen’  and  to  l ira I the  use  of  this  form  to  those  that 
have  the  most  ir.u>ar  t  - 

(3)  OK  SC.  has  ira:  re  t  a  or*  or  it.  y  hand  1  lug  procedure  for  initiating  and 

processing  the  I'eqc.-si  \  very  e  1  u  cat  Ion  . 

( 4 )  Tne  Ct  it  ic.nl  It  •!)!  Review  is  DESC '  &  management  method  utilized  to 

identify  items  that  are  severely  impacting  supply  support.  Each  month  an 
average  of  20  critical  items  requiring  command  interest  are  selected  for 

presentation  to  the  > ’ftical  loci  Review  Board.  Benefits  derived  from  this 

process  are  accelerated  deliveries,  expedited  actions  on  contract  awards, 
identification  of  substitute  items,  direct  communications/ cooperation ,  and 
a  war  ecu  ■.  s  by  mauog  mint  up  to  1J.0m.aand  level  ot  those  items  or  situations  which 
have  a  serious  impact  on  supply  support. 

f  5)  Alter  determining  that  delivery  is  an  essential  element  in  the 
evil  nation  of  offers,  DESC  implemented  a  procedure  in  which  delivery  was  used 
as  an  C'.ul'i.il  ion  factor.  in  order  to  present  a  uniform  position  to  industry, 
iv-So  ia:  been  furnishing  buyers  in  t  he  manual  buy  branches  certain  guidelines 
:  r  .  d-.„T  >  ;..v. r.-J  ch.-ui  tie.  low  bidder  iti  order  C  o  get  .1 

ir  ;  1  ry  s  "bcdei.  ;..i  sat  i f  i  cc  u:  iro.e  nearly  satisfies  the  ROD  . 

•  f!£jl  !’AV  Y01iH  FORECASTS 

IV ESC  st  ate*.  « hat  GVMMS  toi  r-  is;  Ing  has  been  a  concern  at  fiKSC  for 
several  year  a.  low  va  I  u<  force.-;:  ing  has  generally  decreased  yet  both 
backorders  and  i  nipt;  1  i  .•  ahl ;  .i.-isei:  t  t-noi  assets  above  Blockage  objective)  have 
risen.  flic  genera  t  !  ■  >n  of  inapplicable  assets  L11  this  category  ir.  largely  due 
to  migration  i  com  big!,  ml  medium  value  categories.  Medium  voice  forecasting 
;ms  remained  fairly  stable  as  has  InnpP1 1  cable  assets,  yet  backorders  cent lr.ue 

to  increase.  High  value  forecasting  has  maintained  a  very  high  level  (due  in 

part  to  the  f  •.ui  i  responsiveness  progr  ton  vt-t  t  tic  percent  of  demand  on 

backorder  has  r .-it. a  1  nod  nigh.  luappl  icablu  assets  ate  st  idle  since,  ar> 

demand  falls  r.  '  items  migrate  to  1  he  lower  categories. 

t.  !/  y c *  1  ’  ; ,  1  :*/  i t’to.oivt'  or.  your  f  '•recasts  >  ir  so,  now ? 

See  :  he  programs  iih-ut  ifiei  in  pa ragranb  &b. 


HOW  COULD  YOU  REDUCE  ADMINISTRATIVE  LEADTIME? 


(1)  DF.SC  i.  Ip  using  their  Potential  Backorder  Program  (Procurement) 

mentioned  earlier  in  paragraph  Ah.  to  Identify  items  that  will  be  in  backorder 
position  at  a  specified  dale;  i.e.,  to  identify  the  ‘potential  backorder 

lines."  Tito  program  will  produce  a  potential  backorder  listing  once  a  month 
that  vn  1 1  list  1,000  NSNs  In  descending  order  by  the  number  of  potential 

backorder  lines  The  IMs  will  review  these  printouts,  and  they  will,  depending 
upon  certain  ci  :umstances,  send  one  or  more  IOMs  to  DF.SC-PA,  DF.SC-PE,  and/or 
DKSC-S  requesting  various  actions  that  may  preclude  Lhe  potential  backorder 
situation  from  ircnrrlng.  Upon  receipt  of  the  PUP  inter-office  memorandum,  the 
buyers,  contract  specialists,  and  contract  reviewers  are  asked  to  follow 
specified  guidelines  This  potential  backorder  test  will  run  for  one  year  frc 

1  lone  1980.  11EI-0  is  cun  ent.lv  conducting  a  review  on  the  forecasting  model 

for  this  PBP  program  along  with  studies  on  other  models  to  determine  the  one 
that  would  project  the  most  accurate  requirements.  They  will  submit  a  final 
report  later  on  this  year  for  this  one-year  test  program  which  will  also 
include  an  evaluation  to  determine  the  effectiveness  n-  the  program. 

(2)  The  A [.<••!  buy  procedures,  listed  as  part  of  Elei  'ironic  '.‘entrant 

xegulat  on,  is  a  01. A  program  that  is  used  to  reduce  ALP  for  urgent 
requisitions. 

(3)  To  r  educe  ALT,  DF.SC  has  authorized  overtime.  They  reported  that 
overtime  has  b.  -*p  authorized  since  1  977  and  greatly  increased  in  1980  and  198] 
to  try  to  cnwneiis.it.'  for  over  90  percent  turnover  in  experienced  personnel. 
DEEP  also  offered  the  following  suggestions  as  possible  alternative  solutions 

*  o •  rcil'ic  i  ik  A!  “‘ ‘ 

fa)  if  contracting  officers  had  more  Ice-way  In  determining  buy 

quantities,  ALT  could  be  reduced  in  some  cases  up  to  five  days  or  the  time  it 
takes  an  IM  t'-  obtain  an  NSN  study  and  review  the  item. 

'  b  i  A  contributor  to  ALP  is  backlog  in  (lie  buying  office.  This 
u  i  h  •  r  ■  •  i  e>-..,;  add  i  >  ion;1  i  manpower  and  a  leveling  out  of  the  number  of 

iVs  -ecu  i  veii  t  n  a  j'-arter-  Historical  data  for  the  number  of  PRs  received  in 
t  ho  •  i  "  Hu  ••.!.]'  it  each  quart,  r  compared  to  the  total  hi  a  quarter  show  that  in 
a  1 1  >•  .  .'>s  'if  pere.-r i  •  •:  '0  per'ent  of  flue  PR s  received  in  i  quarter  were 

roue  ;  .  :  i  u  t  bo  *  t  r.q  !i  o<’  i  !;■'  quart  cr  (based  or  78-!  V  8!  data'. 

(4  )  Two  DF.SC!  ieadtime  studies  could  also  provide  solutions  to  reducing 

ALT: 

!  ;■ )  I  he  Erp.i'i  <*f  Print  ing  and  Rep^oduct  ion  .  Ei  t  ect  !  vencss  on 

Cord  r  irl  lnr,  \dm  '  n  i  s  t  '‘a  *  i  ’end  1  i  r.c  ,  n;u\ 

1  b )  "he  W'1"  I  iii-'  !'l  oity . 


:  .  )■'•••  '  !F  •  •  EI'Kkg  ft;  '  q  ;  •  i  k  tc  tH'DAIE  l.E  'f'l  i  T'KS  ''  YOU 

KWET  EKSKARCM  • »'iuVfvivfTf  t  ON  HFSEA'RQiT'  ‘ 


i'E:b  i  a  use  any  procedures  outside  of  SAMMS  to  update  1  eadt  imes . 

lb  \  an-  up!,',  individual  1  by  IMs  as  they  see  fit  .  Markc'  research/ 
prodnu  t  t on  !■••••■  i  •  >•  i-  not  •"  cd  c.y  DE 


i.  DO  YOU  HAVE  KNOWLEDGE  OF  PROGRAM  DATA  WHICH  YOU  COULD  USE  IN 
FORECASTING? 

DESC  does  not  Lave  any  knowledge  of  program  data  that  would  be  useful 
in  forecasting. 

j.  DO  YOU  ADJUST  COMPUTED  PROCUREMENT  CYCLES  AND  SAFETY  LEVELS?  IF  SO, 

HOW?  ~ . ”  . . . 

(1)  Concerning  procurement  cycles,  DESC  is  buying  a  maximum  of  36 
months  on  low  value  items.  On  :1I  SMCC  A  and  C  items  they  have  a  minimum 
6-month  procurement  cycle.  On  SMCC  A  and  C  items  with  less  than  30  days  saftey 
level  and  increasing  demands,  the  IMs  are  authorized  to  buy  12  months 
procurement  cycle.  The  latter  is  temporary  during  the  fourth  quarter  of  FY  81 
only.  Concerning  safety  level,  a  zero  safety  level  has  been  input  and 
inhibited  on  all  DMS  1  Lems 

(2)  DESC  ieccntly  chine  1981)  surveyed  the  Price  Break  Program  in  order 
to  determine  whether ,  and  to  what  degree,  that:  program  was  contributing  to 
ov>.r  procurement  dollars  fhe  results  of  this  survey  indicate  that ,  in  most 
cases,  IMs  chose  the  program  "best  buy”  quantity  which  was  justified  by 
subsequent  demand  experience.  Even  in  most  of  those  cases  in  which  IMs  chose  a 
quantity  other  than  the  "best  buy”  quantity,  the  IMs  choices  were  born  out  by 
late  demand  experience-  However,  in  a  few  instances  where  IMs  had  neglected  to 
adjust  QFPs  to  correspond  to  recorded  demand  trends  the  dollars  above  Stockage 
Objective  Requirements  (BOR)  were  inflated  on  some  items. 

(3)  DESC  also  used  the  Price  Break  Program  and  First  Article  Buys  and 
the  Buy  Processing  procedures. 

k.  DO  YOU  REALIGN  YOUR  tNVKS  1  ME  NT  DOLLARS  OUTSIDE  SAMMS  ?  IF  SO,  HOW? 

DESC  uses  t he  following  four  steps: 

(!)  Ex..  !  Ur  PM1'  item;;  from  V  B  L  - 

(?)  Adjust  procurement.  eyelo/KOQ  mechanically: 

high  t.idn-  20  4  i  requeue y  6  month  procurement  cycle 
Medium  value  f  requeue ./  -  12  month  minimum 

(  3  )  Adjust  ;  •  r  <  j  >  •  us  em.ui  t  ryr!<  manually: 


Price  hicai, 

Kccom| ut a t  Ion  at  award  (high  dollar  contracts) 
Level-  load  requirement s 
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won  ’  d  gone  rn  i  t  y  avoid  budget  test  r  »ot  ions  by  hist  i  f  i  eat  Ion  of  revised 
requirements  or.  If  phasing  problem,  advancement  against  approved  program.  If 
if  is  a  simple  c-jid-of-year  shortage  of  small  si7.e,  then  their  first 

consideration  i  -  to  ..'  lay  a  f ow  vei  y  large  buys  until  1  fVtoler  to  allow 

maximum  nuirhot  of  PRs  to  process,  etc  or  to  permit  all  buys  to  suspend  for  one 

or  two  eyclf-o  i  t  necessary.  Temporary  restrictions  are  handled  by  selective 
procurement  cvcle  reduction  involving  least  number  of  i  terns/ least  supply 

support  risk  posihle. 

WHAT  MA..ACF.HENT  PROCEDURES /Kf.PORTS  DO  V-t!»  HAVE  FOR  ITEMS  WITH 

backorofrsT 

Backorder  statistics  are  available  as  part  of  three  local  DF,SC  reports. 

(1)  'i’f*  Ma  nagement  Data  Book  basics)  iy  contains  monthly  management 
data .  Tables  display  backorder  data  in  add i t ion  to  workload,  personnel  and 
other  data  by  Center,  Service  and  other  data  elements. 

(2)  '  i  he  Month  1 v  Management  information  Review  uses  graphs  :  o  display 
f'.-ithiy  dat,.  '/V'!';"!'  the  current  and  previous  fiscal  years .  These,  graphs 
■  '  :  ,.-v  ;  iio  l  d..-i  t  •  Menti  f  y  ferda  ir  areas  su-  •  as  b  <r  rdors,  vl  ,  .me  otb.'r 
nr  ea.i  . 


(1)  The  Daily  Operations  Report  is  a  one  page  daily  report  that 
includes  requisition  volume  backorder  data  It  gives  figures  for  net  demand, 
backorders  esi  i  shed  ,  backorders  released /cancel  led,  stock  aval  lab  il  ilty, 
backorders  on  hand,  and  backorder  change  (+/-1. 


Ko  ■  i  <>w-  i  p : 
demand  f requeue > 


M.SF  pt  t  sor.no  t  are  sending  ns  additional  Information  regarding 
end  amount  of  backorders  on  new/ pro'1  in  ion  1  ng  items. 
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\ : i . ; » j - : r  l OH  I  .  t  h*»  in  OLA  R.u  kordor  IV'vicw 
sen-  :  v;iv<;  to  reduce  had- o rde  r s  . 


Purpose:  The  purpose  was  threefold: 


a.  To  obtain  ana  1  ysrs/studies  conducted  bv  DF  V  C  in  the  p 
still  relevant  t"  the  topics  of: 

(  1  )  '  rt  herders  , 

(2)  forecasting, 

(3)  t eijui  remen ts  computations, 

(4)  lead times,  and 

(3)  "ilnrpient  deliveries. 


h.  To  obtain  answers  to  IT  backorder- reLat.ec:  finest  ions 
m,A  Backorder  Review  Team;  and 

t  .  to  a  ,u  i  re  copies  it  the  following  reports: 


til  •’  V,,,!:  F  h.  '  Re  pof  , 
(  2  )  ha  ■  k  o .  >’e  i  i  r  t 

-  ■  1  ’  ;  .  a- 

(4)  lead  time  reports. 
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b.  DCSC  Staff  Members.  The  following  DCSC  personnel  participated  in  the 

discussion  of  backorders  at  DCSC: 


Terry  0.  Blatter 

DCSC-CB 

AV  850-2159 

Gary  D.  Harris 

DC SC -LA 

AV  850-2207 

Mark  Weinstein 

DC  SC -I.  A 

AV  850-2207 

Luther  Atkins 

DCSC-LI 

AV  850-2745 

Ken  Payne 

DCSC-0 

AV  850-3121 

Brian  W.  Hinkle 

DCSC  -0M 

AV  850-3185 

Steven  K.  Haynes 

DCSC-0M 

AV  850-3673 

Stuart  Clayton 

DCSC-0M 

AV  850-3031 

Doris  E.  Dye 

DCSC -PM 

AV  850-4115 

Stephen  F.  l.eudt 

DCSC-PMP 

AV  850-2927 

Jerry  L.  Becknell 

DCSC-PP 

AV  850-2211 

Tom  Hans 

DCSC-SM 

AV  850-2745 

r. .  F.xLt  Interview.  Before  leaving  DCSC,  the  Review  Team  met  RADM  H.  C. 
Doniev,  .Tr.,  SC,  USN,  Comma ndei  of  DCSC,  and  discussed  the  purpose  of  the 
review . 

■4.  Findings  :  The  r  <•)  3  ov/i  ng  questions  were  discussed  by  the  Review  Team  and 

the  DC DC  staff  members: 


a.  WHAT  ARE  THE  CAUSES  OF  YOUR  BACKORDERS? 

DCSC  stated  that  in  their  continual  assault  on  backorders,  they  had 
made  a  comprehensive  study  on  this  problem.  The  results  of  this  study  were 
presented  to  us  in  a  briefing.  As  part  of  that  study.  DCSC  looked  at  R00  NSNs 
that  were  afflicted  by  backorder  problems.  There  were  400  selected  from 
classes  with  less  than  DO  percent  stock  availability  and  the  other  400  from 
NSNs  that'  had  7  5  or  more  lines  backordered.  The  backorder  statistics  which 
DCSC  collected  were  on  all  outstanding  requirements  as  of  the  study  date 
(IS  March  1981  >.  The  leading  causes  of  backorders,  by  NSN,  were  found  to  be: 


(1) 

increased  demand  i/?2.6  percent), 

(2) 

p  o  1  i  c.  y 

backorders  for  FMS 

and  war  reserves 

(3) 

de  1  i  r.qtu  uL  runt  rat  !  s  (1  ?  .  ’ 

pe  rc  ont ) 

(4) 

A!  r /PI.  1 

!'  1  nw  (6.3  percent  ) 

(  -  ) 

f  ',rn u*  r 

0 1  Sl’/CKSP  (6.  S  peic 

eni  1 

(6  ) 

s  i  gn  i  f  i 

ic.ant  inveniory  loss 

(5.1  percent.) 

(?) 

ca  lice  1  I 

td  llllll  1  ,r  IS  (  ■  .  1  p 

f  I'Cflit  ) 

type  5  and  b  (16.6 


DCSC  1 1  so  went  'mud  that  provi  s  lonl  n,-,  1 1  ms  caused  b  «rk  orders .  They  had  found 

that  provisioning  i  rein's  gr  :  ned  over  the  pest  11  months  were  responsble  for  1 . ' 
percent  ot  ill  back  orders  ot  t  .  c,e  I  and  1  ard  t.i.n.  this  percentage  was  9.1 
percent  over  the  past  24  (norths. 


h  MOW  u'i!U»  YOU  RKOUCK  BACKORDERS? 

R,w . -non.dat  i  iiiis  I  or  rt-iliic  i  iic  backorders  were  offered  for  each  of 

id  i  nr,  i'.uis  -  of  l"\  ud-rs  Identified  In  j»,i  ropraph  4  .a  .  » hove . 

it,  1  j  I  - !  l-’C-ed  demands 

(\)  Increase  review  cycle 

(  t-  >  heck  for  added  prov  i  s  1  onlng/ 1 MC  date 
{  •'!  obtain  forecasts  from  large  users 
fd'  ad  rest  alpha  farror/VIi’  -ode 
f 't  polity  backorders 

-.1 1  scent  !  mu'  type  3  and  6  ba-korders  against.  v*SN  UR  count 
:  i  '  .  i '  ;  •’•fiiioni  c'  nt  rants 

i.i  take  off-setting  actions 
(4)  AI.r/Pi.T  low 

(a )  use  r>(f  average  for  items  not  purchased  in  two  years 
t  hi  i  r.rrcnsti  current  outstanding  buys 

( c  >  or  i' ten  procedures  published  fur  processing  At  1  and  Pt.T  list 
fl'lll) 

id  i  Ids  maintain  ALT /PLT  log  on  a.l  i  foleticed  1 f  pcip 
•  .  >  .  :  i  n  M5> •  i 1 ; :  or  i  r.u  by  M^O 

'  •  >  T'CV  •  •'  1  'V  ’ 

.•  »  <  •••n  i  ■  .  : .  r  fry  f  factors  '  ro  '  f  b  record 

(1) )  s  i  gal  I  i  cant  inventory  loss 

'  a.  el  !  ;  i  rii  r  reo  .  ;>  ri'eedn  :  es  /  i  r  I  r  e  r  i  a  ter  invest  iy.ating  asset 
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ill  >  :  u  '  '  I  '  'll":  ill'  f  ei  I  !  ;.'■! 
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r  he 


( t- )  as  possible,  DC  SOP  refrain  from  giving  awards  to  defaulting 
v  e  nd  o  r  s 

Other  re comm on da t 1 ons  based  on  DCSC's  backorder  analysis  were: 

(1)  ran  BB/ on-hand  asset  list  on  quarterly  or  semi-annual  basis 

(>)  run  BB/ nonstock  list  on  quarterly  or  semi-annual  basis 

(3)  increase  emphasis  by  DI.A  on  accurate  and  timely  provisioning  data 

c .  WHAT  ARE  THE  CAUSES  OR  DELINQUENT  DELIVERIES ? 

DCSC  reported  the  following  causes  of  delinquency.  They  are  listed  in 
decreasing  order  of  importance;  1 ,o.,  number  l  being  the  leading  cause  of 
delinquency  and  number  ID  the  least  , 

(1)  subcontracting  dela  s, 

;2)  contractor  overloading, 

(3)  techni cal/quali ty  problems, 

(4)  government  clerical  errors, 

(5)  contractor  clerical  errors, 

(f>)  shipping/ inspect  ion  problems, 

(7)  raw  materiel  shortages 

(R)  labor  problems 

i 9)  noneconomic  runs  <  product  ions  runs),  and 
i  1 0 )  lute  o.  non  receipt  of  aw,,  id  s . 

d .  vow  no  yor  atidk  the  problem  of  delinquent  deliveries? 

!o  keep  delinquency  rates  1  owe  r ,  DCSC.  is  doing  the  following: 

(  )  continual  l  y  bringing  contractors  iri  for  meetings  at.  DCSC ; 

(2)  sending  executive  level  letters  to  contractors  who  cannot  visit; 
i  M  assigning  project  managers  to  severe  problem  contractors; 

14;  concerted  Division  level  involvement; 

(S;  in,  reuse  '.  DMS  iH  i  icei  Involvement  and  other  assistance  to 
i  dri  t,i'  :  ■  uni  I  lie  I  r  jeb . ent  t  a  "  t  o  r(  s  )  ; 

( 0 )  aggressive  pi  obi  cm  resolution; 

(7)  minimizing  delivery  ex  r  eo  -  j  <j"s  ; 

!■ 


(8)  minimi:-.!  ng  extension  (  {.me  when  delivery  must  he  extended; 

(9'  i  i  me  I  v  i  e  p't  i  it.i  t  i  ons  for  default; 

Mil)  Limply  lure  notices,  show  cause  letters  and  follow  through  actions; 

Ml)  ma 1 ’ i ng  Production  Surveillance  forms,  as  well  as  F-38  and  H-39 
lie-  s  to  contractors  and  taking  follow  through  actions; 

(12)  locating  alternate  sources  and  substitute  items; 

(13)  ,'ios-'  interface  with  I  Ms; 

(  ‘  '• '  prod  i. •lions  e.pa  alists  alerting  contract  admi  nist  i  at  ors  to 
potential  problems  .as  they  become  known; 

(la)  strengthening  procedural  t  equi  rente  of  s  ; 

M  f-  i  ,•  !*n«i  fled  management  of  fi  >*ms  win*  are  m..  jor  contributors  *  o 
i.  i  ;  !.cc-- Ci  rip  l  ni) ) : 

(17)  informing  top  company  management  of  their  deltquency  posture  and 
requiring  they  take  affirmative  actions  to  reduce  and  maintain  a 
l  .  d  1 -i  nqueocy  profile; 

(18)  pa.  i  ng  eontractots  who  continue  to  maintain  a  high  dellqnuency 
•  !te  r>  Award  Check  List,  which  will  prevent  the  vendor  from 

■  vii.g  an  award/or  require  all  of  his  award:-:  to  be  two  party 
-’g  moment  s  (this  Award  Check  1,1st  is  unique  to  PC.3C); 

MO)  lld.-ii  i  ng  need  for  delinquency  items; 

:  21’)  i  a  i.  *  isl.’n-r’  i-  Mi  Man  goals; 

Mi  )  •I'l'iii,-  .  1  i-:o  i  otmi  of  incoining  i  >t  r-sp.-urdvuce  and  a  nswc  t  i  ng 

,  i  ;  :  ..  r  -ipt  |  v  ;  i  nd 

’.  1  '  :  •  ye!  .<  /•  a -i<  •»'»•:>  over  do  i  i  c-  lan  a  1  U.  a  i  1  levels  <)( 

.  in  ■  •  i  ■  - ■  nt 


e.  HOW  BAD  ARF  YOUR  FORFCASTS? 

nCS1  report  M  ’hat  S-'MMS  f  o  recast  s  are  pom  ;  that  current  methods 
!>••)’  ca'ca  up  •>:*■».  ’  -i!'-1  ied  r  hat  Improve  forward  p-o  Jort  i  on  oi  demand  t  rend 

in  •  Nj’i  ;  ,  -.'cp.'-v:  r;  yi)P|)  cnqnrA i'S  7  ’!■  So,  :MM 

i.  a  1 1 .  >  j  (h.*t  is  heller 
tal  !  au'mil 


i  ■(  , 


a  il 


ait*'  rrv<  t  i  • 
i  O  v  ,,  f  ha  f 


!  i  t  e  i  a  t.  I  c 

;  ,m-  da: 


t  ' 


g.  flOW  COULD  YOU  REDUCE  ALT? 

DCSC.  reported  that  In  reduci  ALT,  they  are  loing  the  following: 

Cl)  using  a  system  ot'  color-coded  folders  to  assign  PR  processing 
priority ; 

(?)  requiring  documentation  frooi  other  than  coded  sources  that  the 

offeror  Is  an  authorized  dealer  of  the  coded  source  or  other  proof 
that  the  genuine  report  part  (article)  will  lie  furnished; 

(?)  using  letter  contracts  to  the  maximum  feasible  extent  when  going 
sole  source; 

!  fey  i  t  *->>  mad  i?  the  fallowing  recommendations: 
i  '■  nil!  ■  peopl  (  ; 

I  2  1  ey  t  e  a.!  ,.urer!  *  !  it  shold  f  t  om  $  S00  to  si  ,00(1  for  p  r  ■  u  cement  s 
wit.  h";ei  qt:;r!n.  u:  .-m  tempt.  1  .  obtain  compel  i  t  i  on; 

(?)  i  iv  reest  current  1 f mi  tat  I  on  on  small  purchase  procedures  from 
$10,000  to  y? 5,000 

( 1 )  inc  rease  threshold  for  requirement  of  cost  or  pricing  data  for 
noncompetitive  a.tjiiisit  fons  from  $100,000  to  $500,000;  and 

(?)  see  ! '.'comiTic-nda.  ions  1  oa  e.l  in  paragraph  P .  )>.(/»), 

h.  DO  YOU  USE  PROCEDURES  OUTSIDE  OF  SAMMS  TO  UPDATE  LEADTTMES?  DO  YOU 
USE  MAR  V  i7"  '  RESE  ARCH /PROPl'CT  I  ON  "rESV.ARuH? 

fh>*  atewfr  to  huh  tie  >..?  ions  was  "no.”  However,  a  summer  student,  at 
:«:sr  pub  i  i  sin  d  a  monthly  research  report  called,  "The  DOSE  Market  Outlook" 
whir!  •'  i  s  •' .  i  i  •.  '  1  ■*  f  4  :o i  r  •  ■<  i  '  us  gem  re!  i  nt  V:  rine  i  '  c  i,  I  a  !Ms. 

i.  YOU  HAVE  KNOWmXjK.  r>E  1’ROCkAM  DATA  WHICH  YOU  COULD  USE  IN 

KO.d'OAh  :  i  N  T"  "  *  '  .  . .  . . 

°  t  a':".'  .  •  >.  m  ;•  H  apt  ion  basis  oi.fy.  1.0  go  to.,  an  end  iter? 

app !  i  c  t*.  i  vn  «l  r.u  i !  *.*  (.lilt'd  t  !•••  i  rocurement  Technical  D-.t  i  File  (PTDF)  .  a 
local  •■tar. i  ’  i  !  (  eons  I  st  i  :ig  at  e  -  j  f  (rations,  part  number-;,  OPT  drawings, 
hist  dies,  .I'd  end  i  t  err:  app  l  icat  Ion. 

i.  DO  yoi  AMi'd  COMPUTE!  PROCUREMENT  CYCLES  AN  I*  SAFE  T"  l.K'’Kl.S  ?  IF  SO, 

HOW  .  . . "  ~~  . . 

PCSC  foi  I  as  i  lie  ortircttun*:;  our  I  I  ned  in  SAMMS. 

I'.  U’  p:-Ai  i;,N  Y  ( '  ’  R  i  NVl.a  !  ‘‘i  HI  I  I  LARS,  OUT:'. !  TE  SAMMS,  ’’  IE  SO.  HOW? 

Out  s  t«le  ■ .  a  :  it !  : ,  Dos''  ha  ,  or.rab!  i&hed  a  monthly  f  i  naneial  plan  whir1, 
relate;;  ( ■  mm  i  t  meet  .uit  liar  i  :  y  *  t  Initial  Ion;;.  It:  Is  a  detailed  planning 
document  similar  •  nudtpd  . m  i  ;,1.in 


U 


i.  HOW  no  YOU  HANOI .F.  BUDGET  RESTRICTIONS? 

Depend !  ng  upon  the  severity,  DCSC  would  develop  t  echo  1  qu<*s  to  maximize 
■;i  (.(’-•  i  .'i  I  i.i  o  i  I  j  i.  v  .  Ore  technique  might  be:  reduce  review  cycles  and  set  a 

buy  priority.  f’xsmnl  e :  Oliver  weapons  systems  items  first:  high  demand  items 

( l  <)0  .-I  inori  per  vrar'i  second;  if  any  funds  left  ,  drop  to  S0-99  demands  per 

'.•■•ar  • 

PfSW  !i  .  available  a  mechanized  program  which  attempts  to  maximize 
availability  through  a  variable  QFD  concept. 

(1)  ibe  ptcrram  contains  a  management  policy  table  which  identifies 
group;-  or  items  to  receive  larger  than  normal  OH  Ds  so  the  net  result  is  the 
cc.nmi  tm  •••:■  requirement  as  if  all  Items  had  a  normal  QF  D . 

(■>  )  i'ru  1  i  r  Inary  operations  research  si  mu  1  at  ions  are  required  *.  < 
tenniue  haw  ’  <•  ;  ■  •••  management  policy  •  a  hi  as .  f’,aa(ral!v,  the  concepl 

?  nr  res  ...••■><.•  n-'.-'s  •  low  u ;  ’  i  i  nri.ce/high  f  cequenrv  items  and  reduces  OF  Os  on  i.lrh 

i'M)  1 1  ’  c  e  /  .  ",  1  r  "]■!  Miry  items, 

O 1  P  ur.el  this  prog:  ;r;  eiece  IVcenbar  l0?'*.  IMs  tend,  t 

resist  this.  . ; : . . r  win-  a  they  are  the  manager  of  items  which  get  the  reduced 
"FDs ;  if  their  perf  otwartce,  in  part ,  Is  determined  bv  their  number  of 
backorders  and  percent  of  supply  availability. 

in.  MIA  f  ibvNAliF.MriX'l  PROCEDURES /RKPORTS  DO  YOU  HAVE  FOR  ITEMS  WITH 

"ACHORivlRS?  '  . 

(I  '  '  (lonv.ander '  s  "10"  Most  Wanted  Program .  "  initiated  by  DSO,  it 

rav  i  <:•  v  •  b  i  i  1 1  v  of  the  10  “worst"  NS  Ns  for  cite  month .  These  are  not 
ov  res  --..i  r  1  1  y  the  !  MS  Ns  with  the  most  lines  on  backorder,  of  he »  factors  such  as 

piocur-ment  df  ff  ( *-»i  1 1  ies  and  potential  for  a  Jengthv  backorder  situation  are 

•  1  so  -:>s  i  *  *  .  'Her  all  possible  efforts  have  been  made  on  an  NS.,,  it  may 

rep  I  •cud  1  miit*  ho  aS\!  so  that  the  sane  NSNs  do  no'  appra  r  meat  1:  after 

'  !  )  'i  '  ■  : !  :'om  t.-vi-'w  Program.”  C  r  1 1  *  «  a  i  i  t  eta  scoots  arc  prepared 

1  .  ,  Ms  'or  :  I  ;  ’•  ~  >•  r«>  i  t  lie,  ha c  V.  or>'. ,•  t  lino  '-oord  .  V  ,<■<■  i  *■*  division  sets  its 

■m..,  .  >  ...  i  •  ;-i  v’i  si  on  peril fes  ’!'■  -.r  .core  :  ,  .  :.p  ut  h**v  4 1  or  more 

1  : ..  .m  >  i  1...  sheet  s .  certain  ''uteri'-.:.  ■  >■  ige  :i"  i:  I  procedures 

are  roni  red:  i.e.,  inquest  ■;  for  end  item  application,  nossible  suhst  i.  1 1  tutes  , 
accelerated  ear!  !  •  i  delivery.  The  NS  Ns  appearing  on  the  fit  t  four  pages  of 
t  He  '■}<(  h-’-l  ,  'art  |  -  ’  i  lop  l  ' '  l )  are  present  ed  i  the  1*1  i'i  >.  i  s  i  ot, 

’•  F  f-  *  r.i  "'-is  prog,:  !’•  was  .a  .r;(d  '  »•  rv  ’  he  1  .  The  iM 

■  ,  •  :■  '•  t  •  l-|  .  I'J ,  p  U-  '•..)!••  r  'a  •’  i  !  i  i  a  l  •  ■  ■  ■  '  :  :  ...  >  i  .  sen  'or 

b.-  I  ,  ■  1  •  !  •  I  a  >e  '  ■  ■  V  i  «  •  .UK  1  O  >  he  oar  ;.  ggup. .-.)  1  C  ’  1  '  "  •  '  ’  u  ’  :  1  '  i  '  I'  . 
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1. 1  rernture 

Source:  Depur tmen;  of  Defense 

1.  TITLE:  Dre  l  '’opart  on  the  Review  of  the  Management  of  Materiel 
Obligations  at  the  Defense  Supply  Centers  (DSCs) 

PERFORMING  ORGANIZATION:  Defense  Audit  Service 

DN  i  d  Pl’BI  1  SHl.P  9  March  19R1 

ABSTPAC )' :  Vie  jevi^wed  the  management  of  na'erfel  obligations  (backorders) 

at  the  DSC.s  to  evnl  note  the  effectiveness  of  operations  and  to  determine  if  the 

-Mit-’t  '  pr  •'rodurus  cnnpl  ied  with  DoD  and  Defense  Logistics  Agency  (DL.\) 

t  vgula:  ions.  a  order  is  a  requisition  'or  materiel  that  i not  immediately 

c  ’>  :  >  •  •••..•••or  Jed  as  a  comm  f »  men:  :<n  fiorr  I '.vie  e  •}  t  be  r  hv  <’  iro-' 

d  » »  i  v  >  v  f  •  •<  v**r.  ot  Sacko.  dried  f  rc.i  to.  k  .  The  volume  of  hack  orders  :  <u 

: terns  took  !  in  the  DLA  distribution  system  has  grown  by  almost  SO  percent  in 
he  last  three  years  to  19'', 000  requisitions  at  the  end  of  FY  BO.  During  this 
period,  requisition  volume  for  stocked  items  was  relatively  stable  at  about  1.6 
mi  111  moot  hi  v.  for  FY  80,  the  DT.A  goal  was  to  limit  backorders  to  7.36,0(10 
requisitions. 

con  •  1 udo  ’  :  I  e  general  1 y ,  individual  requisitions  that  must  be  backordered 

ire  it-,  idled  i  r  a  responsible  and  effective  manner.  The  average  number  of  days 

■  i  re  I  .  use  *  backorder  from  the  Centers'  records  was  70  Java  during  FY  80,  the 

averages  ranging  tram  40  to  90  days  during  this  period  at  the  Centers  wo 
reviewed.  However,  we  found  several  conditions  that  are  contributing  to  the 

lucre*  -ine  *  aekor.Ier  management  volume  that  should  be  corrected  and  some  Center 
;o  or.  duies  inv  ■1v,ng  hac border  management  ate  not  in  comp!  i  aneo  with  DoD 

■  ;i  1  e  <  ions 

|'V  I  'r  :  ••  <  .nr.-.  backot  dots  ,:,ec.or.'i !  1  v  piralleled  those  identified 

■  •>  '  'lets.  Many  resulted  Item  o  r  r  i ».  f  i  and  Increasing  demand 

>lfe  ■  ,  t  a  •  f  support  request  s  f  r  <»m  requisit  ions,  or  other  reasons 

I  eye.iu'  *  i  .*  ■  1  •<•  "  1  u  v ,  -a  ,i,  y  managers .  However,  ve  found  that  many  line 

items  in  a  hack order  position  remained  out  of  stock  for  inordinate  lengths  of 
:  i  me  -  Over  70  per'  >nf  of  tie  ?  S  1  Items  In  our  test  with  high  value  backorder; 
we r e  si  ill  !'•  this  posit  a  over  one  year  lai'-r.  The  data  systems  and 

■a '■•''hires  a:  t  in-  :•«  are  geared  to  daily  ope  rat  ions  and  do  not  identify 

a  .1  i1  in"  '  1  '  -  Vo  t  •  r  i  i  i  !  p'u,  i  f  1  on  i  o  r  'tuck  t  f  in  order  i  o  corrcc  t 

■'■i  ia  i  '  •:  >  •  •  -nepi  v  pas  i  t  1  •m  .  We  '.’so  i  ootid  tbs'  r  h  ■>  ..eu*  <*t  ••irncedur«s 

:  t  ••••  •••.1. !••>•.'•>•.•! . .  '  ,  when  -Igni  :  i  •  .  cl:  iv.-a's  .•  ■  «•»  h  PI  /•* ,  '.'era 

■  •  t  •  .■  i  i  .  i  .  .  ■  :  ■  :  i  .  •  .it  1  i>  i  1  ■■'i'.'  'i*  fir  i  u  ven  t  .  o  v  ".in  a  get  S  ,  tin 

•'•S'  ;  "a  •'  •  I  i  y  i  ■  rr  *  F  18(1  *  -«r  s  t  i  V if  k  o  r  d  e  r  C  d  i  I  ere 

•t«»rr, .» !  :  v  .(.'tel  r  e  out  inc  qua  t  e  1  y  supported  in  t  be  1 1  -ie?  «vn.i  t  cd  programs  , 

■  .'i  v  on  I  'i  sfock  i.onci  i  t  i  ei .  D !  Ri.  .e  e .  'i  ■ ,  e<i  I  e  i  about  16 

r-  of  .  ■  k '  r 'ier  - 

;  c  •  i."  •  .  ■  ps  ad  i  *ig  purchase  ■  >.••.  ■  1  .  r  Da  ■  r  e  . ad  ini 

•e-r-d  •  .  be  •’  '  '!•  a  '  1  O  pet  .;  . .  f  r  U..  ;  •  ;  ■  (  ‘  i  <  a  a  ••  s  :  i  ill's  :  1 


G  I 


"ur  U  st  iw,i  .is  hud  i». ■  •'in-'*4  ;iiH  procurements  could  have  been  stopped. 

Wr  o.st  i mated  t  ha !  (  %  :»r  no. ease  Genera:  Suppl  y  Center  (DGSC) ,  purchases 

tot  filing  $•)£'>,• ‘'Hi  I'OMi.i  have  been  avoided .  Contrary  to  the  DoD  regulations 
governing  the  mater *eJ  obligation  v  !  Ida:  Ion  program,  procedures  at  the  Defense 
Personnel  Support.  Center  (DPoO)  excluded  backorders  for  nonstandard  an  1 

nonstock.::!  oi  orb 4  nr  end  textile  items  and  no  action  was  taken  to  cancel 

purchase  act  ions  :  or  the  medical  rommo  *  i  t  / .  In  addition,  we  believe  that  a 

1  ini  ted  ex  tens4  -on  >1  the  Centers  *  Internal  cut-off  dates  for  processing 

: 1  datin'!  ,  :>o  a.-  e  ~  wo  aid  -on  :  <•  impel.  *  u‘  delayed  b,.ck.  td-..-i  validations, 

e-.o  -r  5  al  1  y  for  deplumed  re q (  a  !.  t.  i  jus  . 

because  >f  an  overage-  rerp.iisi :  lot.  (juami'y  <  »-f  teria  used  in  ncohan  i  /ed  programs 
at  i  he  Centers  ,  lesser  pilot  i  ty  .  enui  si  t  loos  were  released  be  in  i  high  priority 
requirement-:.  Cor  the  c 1  o  thing  and  textiles  coimari  i  t.y .  a  !<•  =,  i  program  was 
usee;  vh  i  .-b  <•  bark  r  ior  •.  f -s.-nding  r «•<!*•  t  ion  uaantity  seouence , 

ignoring  iori  i  ic:,  .  fiiv .  (..••ocf  dure.-  viola-..:  tb-.  ^ ions  of  the 

DoD  unit  orm  pi  i  o  r  t  *  ••  .  v  ^  t  •  <  -.-o:  in  delays  in  rfir'mni  supplies  to 

-.ns*  jiavr«  i  uv.  *:>•  y<  -it  esr  m  c-i  addition,  auto  .iat e«i  p.  <  i  Mures  ac  the 

Cen. err-  d  >  -  ’  r-o.  •  si  :  a  r . '  ?  -.•  :• 1  >t  asset  s  of  art  t  I  -  -  1  supp!  y  materiel 

l  >  Sit  I  1  .  .  b  ill  !.•!'•:,  I  -  :  !  1  "i-n .  :  ,  .-,S  'Ctvr'j'rj  by  f’.c  ’’  >'l  rr  ;u] atiOOS  . 

- .  riTl  K:  FY  H:  Materiel  Budge;  thermion  Plan 

.  kMi NG  OKGa.M  ION;  -hi  pi  ’tarts  Control  Center  (SPCC) 

!)  AT  tv  P.'btTShK:' :  '■‘C  Sun'.  l  V-v 

ABSTRACT :  ra;-  >,•’  dc-  -ui  '  h  Navy  Sl’CC  policy  and  strategy  ior 

executing  the  r  V  b:  .oat  or  id  budgets. 

.  T  C!’!.K  :  K V  dud;  ’f  1  ,  :  t-  j  ; 

■  o >  ’i  '  •  ■  ■  1 1 ;  :  -  -  •  o  .. pi: ;  .  "!  i  in.  .  a sr  ' 

1 1  ;•*, TK  1 ;  I  i  u  !•; ft.  f  c  \  i r  •  o b e  :  I  •.Oil  > 

l  s s  I  k i  •  i  ’  i  :  1  i . ;  :  •  -  ;  -  i  .  .  t  i  i  n t  I  - » ■  o l  >  1  !  I  e vi  1  a  ■  i  ■  A !  ! '  '.nar, r.g otr uni' 

on  tVu  ■  .  >  ,;«>•! )  •  «i*.'  i  s  pi  ■■>:<  i  i-  i  d  t  undo  logy  tor  li'icir  at  :  .*  i  tuner,  t  ■ 

..  .  i  i '!  :  .h  :  b '.  uc  k.i  ■  ■  I’nl  < . •  y  •'  u  i  !  vs  !  j, 

>it  tv  i  a  i  y  o '  i.'c  t  ense 

s  !i'-t  ;  'Site;'. 

i jA  : t  ■  ;r  ;. .  i  up 

i-  ’  ••••  a  i:  i  ,.n.!  ru':l>..  *  L;-.o  j;y  «.<■. 

■  e  t  !' i .  ’ n  1  i  i  i  ”  *  n:  .  -  r  l  ’  ■  '  .  <■  1  vcv  ii  it , .  i  !  ssrn  papers 

t  t  top.  ;r  .  ■  I  •  ’  irr-  •(  ,  i  i  .  •(  r  ui  {  tie  D.i !  as-'  *'«*  •.  .Man*  :t.  in 

par*  ior  ,  -  ••  •'  •  •  I  ’  t  l  ,  i a!  *;  ;  ,  -  :  •-)>:  ■'  •  s  , 

,  d  e'i f  l  t  <  ■  'U  ‘  .1  '  I  i  .1  -  1  ’  : ' 1  - :  r  ‘  '  v  ;  1  :  *,  '  r--.  u'-,;'.-  ..  U  :  y  -■  i  ’  pin  vvc.  : 
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'  !i  i  w.  i  ,  "■  e  :  i  i  v  r  Ail* 
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ios''  ib  l  • .  i'l.i--  piper  cone  I  uded  that  Do  I*  should  reassess  cer  lain  exist  f  r»t* 

supply  policies  end  nrsrt  lc«s ,  emphas  i.7n  incentives  to  improve  inventory 
.nnn.H»etnent  t-uls ,  and  reduce  eertn  i  n  in>-entorfes  na  total  nod  as  "  hodp.e” 

against  on  for  >vcn  var  i  -it  ions  in  usage  iu  response  to  t  tie  OMR  issues,  a 

Secondary  ft  err  Jt  oek.tge  Policy  Analysis  effort,  was  initiated  on  13  August  1  °  / '1 
try  an  OASDf .  'LAM.i  memo randum  which  established  a  Joint  Steering  Group  to 
'terse  the  nu.Jvt  teal  efforts  on  an  in-house  ad  hoe  working  group.  This 
v-rrk  1  nv  grou:  '"mused  of  representatives  of  the  Components  and  OASD(MRA&L)  , 

i.iired  1  t  be  Staff  1H  rector .  Supply  Policy  and  Programs  Division, 
-i)t  Ml< AM.)  . 


’.so  Logistics  Agency 

» i  y  •:  i  s  of  (.entrant  De  l  i  nqueuc  *  cr  I'raft  teport 
A',  i  "AT  f  ON  t  Headquarters  .  Def  er.se  !  .-»<*  1st  i  or  'goncy 


'r>  v  f  jn  '  *  1  ^  'i < } 


••••r.  f  i  rv  ig  1  "J  u.A  .  ontrai  deli  verv  effect  i  wri'-s'i  rates  and  the  result  i  tig 
•dvo:  imp1  on  the  timely  supply  of  both  s?  kod  ami  dir  eet  del  i  very  items. 

'it':  it  s-  pie  -.f  JO')  d«l  i  nquent  ontracl  i  i  ne  items  was  taken  at  each 
•i,i  t  .iw  u  »•  i  ■  •  i  i  ,  i’KS'.,  DGSC,  DISC)  and  these  were  closely  examined  by 

’  tire  *  *  ■  i :  ■  is  f  <  1  i  out  a  detailed  questionnaire  on  each  item.  Overall,  22 

<  cer  ni  *  •'  >  1  ’  rrquenc  l  >  a  examined  were  Cover  nment  -caused .  Two  major 

;  t  or  1*  r  are.,  ivurified  were  late  or  nonreeo  i  p  L  of  award.?  and  administrative/ 
leri.  ’  r  ■  i  •  ’  •*  i  so .  t  lie  Government  coni,  i  ihuted  significantly  to  contractor 

overloading  ;u  on '  «*ros ,  the  second  biggest  cause  of  do  1 i nqueuc i es ,  by  the  use  of 
unreal  i  itic  ?;  f  in  releasing  procurement  items  and  unrealistic  delivery  dates 
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Other  significant  production  problems  which  Impact  heavily  on  personnel 
resources*  arc  S'.*N  re  jects  (due  to  SAMMS-M0CA5  incompatibilities),  the  number  of 
expedite  actions  and  status  requests,  sole  source  items,  and  the  large  volume 
of  delinquencies  which  makes  clearing  up  even  trivial  problems  difficult. 

Some  of  our  major  conclusions  were  that: 

a.  F.ven  adjusted  effectiveness  rates  need  improvement;  aging  of 

del  inquetv.  ies  ■■■  an  acute  problem. 

h.  OLA  is  responsible  tor  a  significant  number  of  overall  delinquencies. 

c .  Both  available  tools  for  getting  on-time  delivery  and  personnel 

resources  are  not  being  optimally  utilized. 

A  few  ot  t  he  nor.'  :.ebs  ’  an'  l  vr  recommerda  t  ions  Include: 

a. .  imir.At  oi  kDDi.  :,r,»r  ol  a  contractor's  best  realistic  delivery 

dat  e  :  mote  accm  ate  me  t  nods  of  calculating  Pl.Ts  . 

b.  Fstablish  a  row  criteria  for  determining  contractor  ruspoiUjiM  lily. 

c.  Increase  use  of  bilateral  awards ,  terminations  for  default,  and  demands 
for  consideration. 

d.  Discontinue  routine  F-  18  mailings;  instead  work  90+  day  and  erroneous 
delinquent-  ies  . 

e.  Seek  DC AS  involvement  it:  improving  performance  of  the  "100  Most 

Delinquent  Cent  rat  tors . " 

Source :  fa  fro-.,.  Supple  fenierr  (OSes) 

i  t  ;  "  i , 1  .  hr  :  J ,  1  '  I  •’  •;  t .  S',  *,-;•».!  v-,  I  . 

PKT.FOKM!  ,y:  SKO.Af! !  /.AT! ON :  Defense  General  Supply  Center  (OGbC  } 

!> ATb  i  SO.fld:1-'!):  n  Angus!  I9R1 


M’.S  :  :  i .t  e-i>  .ina '  yy<  s  the  correlation  hot  ween  stock  aval  iabiiity 

and  hai  k,  i  r  d.  r '  lines  on  banc. 

d .  Ti  lie  :  Cur!  ini  tor  Del  ivory  Kttci  t  t-'oness  at  the  Detense  General  Supply 
fro  1  or  ( DOF.' ) 

PKR  FDl’  ■'!  i  N<  ■  IP  I  AD  i /A  i  !  ">N  :  D.frimr  fetn-i.ii  Snpplv  font,  •  w"  ) 


DAT 

b  'a 

iii  !  ■; 

\\  K  i  :  . 

:  (■• 

p  r  \  i 

1  : 

AH's 

”KA( 

T: 

Th  i  s* 

.  st  i:  ! 

W  \  S 

untie  i 

r  t  a  i< r  n  t  -  tml  her 

1  nvect :  i-  i ' 

■  the  causes  oi 

.■'ll 

0  0,1 

lTv 

n-  «r 

c  ■»  ■ 

:  a  c  t  r 

'  r  t 

1  i  rv  •/ 

if,,  l  i  VO  111*  s  1  1  1 

III .  ;  1 

:  •  :  r>!  ended  t  o 

up!- 

1  cnie 

n  t 

tie 

m.A 

c  t  vid  7 

cn  t 

ft  if.:. 

At,  Nnaivsis  <  I 

(an1  r,tc  • 

Dr  1  i  nmtenc  ies," 

>  r  c *  p 

arod 

bv 

'■!:  . 

r  h  i 

i  '  P  '  ■ 

'iui  f 

1  , 

1,  PUS,  in  i 

b'v.-n!  " 

While  the 

;  \ 

r.l  ut 

!  V  X 

as 

>n»; 

;  5  to-  , 

1 

f  .  .! 

"  A  '  c  >  !v.i  r  i  ■: 

’vs,  •  ’■  •  • 

1  ,  .<  am  i  n «'  s 

spe 

.tic 

P>  ’ 

i) .  fiM 

c  -npl 

i  -'at.  i 

:  *»  i 

\  , rirical  review  and  .inn  lysis  o!  r  fie  f)LA  paper  was  conducted,  along  wit! 
interviews  with  ke\  personnel  in  the  Directorate  of  Contracting  and  Production 
C'CM’).  Spec  i  I  i  •  .» 1  iv,  people  f  rum  <;ue|>o»  f ,  Buying,  and  Production  were 
i nterv i owed 

based  on  the  information  obtained  and  review  of  past  correspondence ,  the 
following  conclusions  were  drawn- 

i.  T»’t  •  n’-ractor  delivery  effectiveness  problem,  while  not  wholly  under 
Did  SC  control  .  s,  to  a  large  degree,  rectifiable. 

b-  ten  range  solutions  to  some  of  the  major  problems  involved  increased 
u  of  automat  loo.  in  addition,  more  people  wco  requited.  These  two  f.ic,  :■ 
i  .t>!  !  not  v  ut  i  i  ’  1  v  (  v 1  nt  i  ve .  Ibat  is,  even  with  the  tddition  cf  run 

auioma!  i  ,v> ,  n.  -'pi"  p>_-  st  ill  required  to  ope  rat. i*  ’he  mac'i  i  terv  • 

.  .  soil-  ■  .•;»  ><■  •-•hanger-:  are  both  desirable  ore  in  best  Int-'  rest  of  t'u 

;  'v  ■  ■  r  rcei  t  .  .e  char  a  re  important,  t  >-.-:.,p  about  sign!  f  loam  last  in,' 

-!'  urges  . 

•  mo  ">y"  intmcn-i.-it  Ions  include  the  following: 

a.  Produce  an  automated  listing  of  open  contracts,  sorted  by  contractor, 
•a  be  mailed  to  contractors  on  a  monthly  basis. 

b.  Use  Phils  judiciously.  An  RT)D  should  only  be  used  when  it  will  be  truly 
.-.van  i-'.’fo :  .  aid'-,  should  never  be  determined  by  the  buyer ,  but  instead  should 

•  ge  ’  mm  l  •  •  *  i  c  r.  ■'  user  or  Supply  Opera  t  'e.g..  ••  ire  out -of -stock  date 

■;  ,i  rout  •{••<•  !  <  •  r  v  > .  i all  other  rases,  the  cor-!  factor'  s  best  realist!  c 

del  i  v,  v  d'lti-  siH'ui  Id  be  used. 

c  M.ik”  Mie  extensive  use  of  removal  of  fast  pay  privileges. 
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ABSTRACT  :  Tr  I  s  «t  udy  analyzes  changes  In  t  tie  size  and  complexity  of  Doll's 

orient  we.  r  k  1  n.rl  ind  workforce  between  1  0  •’  ■  and  !  980.  It  Idem  If  ins  t 1 

:  act  i;  r  which  ‘i.h'c  made  the  procurement  t  ank  mere  demanding  and  t  tme-consuw Ire.- : 
■:  !•.>•  :  ■owl  n  in  s  I  zo  of  Individual  procurement  actions,  added  legislative  .ar  d 

a  ‘  '■•,  i  n  i  ■■  t  r  a  r  i  ve  r  ■■nu  I  renient  s  ,  and  changing  economic  condit  Lons.  it  also 

!  .T,f  i  riot  ,o-i ‘i.iiip..  | r,  size  a. id  skill  level  at  the  procurement  worKt’or  a1  aeo 

•-  li.t.  )  r  i  /  e  s  :  ■■,'!,  ws  of  coiid  i  t  ions  at  1  f>  procurement  activities.  The 

:  hidings  ,r-  f  h  it  workload  (measured  bv  ict  io.is  comp’  '-ted'  iarre.is-d 

s  i  gni  >’  1  cant  ’•  v  i  a  Lot  size  arid  rompl  ex  i  f  v.  The  rx  i  >  r  ce  'net  eased  at  a  i  c  :i  1 
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vofkl'.  .  i.'iv  jMie  positive  actions  (especially  aut ...  tai.  on)  to  compensate  f  •  - 

work  1 ond/work  force  imbalances ,  there  was  an  adverse  effect  on  performance  of 
the  procurement  ‘unction.  The  study  re-ommends  Immediate  action  to  increase 
!  ho  number  •'*'  |  >  iviriv.imt  personnel  whore  needed ,  to  keep  bettor  records  of 

work  ■  n  proi  ;  to  in  tease  automation;  a-d  to  develop,  work  measurement  and 
->  an  power  at  i  :  '.at  Gm  and  projection  system. 
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AFM'kACT:  Approx  imat '  v  n*u:  t"  four  Department  of  Defense  production 

•mur.u'.-i  ar.-  i-ojai,  chit  led  in  a  do  1 inquent  status.  These  late  deliveries  have 
i  wdiie  nf  sever. 1. 1  billion  dollars  and  80  percent  of  the  delinquent  contracts 
ire  over  90  days  late.  The  impact  of  these  late  deliveries  effects  many 

Military  oigaoizat  ions  In  a  variety  of  ways.  The  causes  of  delinquency  stem 
from  actions  of  the  Government  and  the  contractor.  The  Government  attempts  to 
uiiivber  oi  urtTt  i  ves  .  o  rod  vat  e  the  contractor  provide  timely  delivery 

•  ‘  :  '• :  required  items  it  a  is.;  ut  iiir.ee  a  variety  of  procedures  In  an  attempt 

*  ■  mi  .  '  and  re-Ju-'e  1 1.-  .iwV;  o;  delinquent  contracts.  Vet.  a  signficiant 

it  '  ion  of  i  he  is  n1  r  ial  «?  are  del  f nquent  . 

Tlio  object  L'.t  of  tills  research  effort  was  t.o  provide  a  survey  study  of  the 

delinquency  problem  with  a  n irt I.-utur  view  of  stimulating  further  in-depth 

research  inti.  !  *  >  v..r  ions  ..spteta. 
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Nb^fP.Vl":  i'n'’  problem  of  prnc.ur  tng  spare  assemblies  in  support  of  new 

equ  i  pme->t  In-,  been  studied  for  a  considerable  length  of  time  and  by  many 
.  .  lb  i  paper  describes  an  inventory  model  for  procuring  spare  assemblies 

ip!  i  m  i )  i  y  and  considers  how  the  model  Is  a  f  f  oe  f  ed  when  different  measures  of 
•iU'i-t  ivriu  a  utility  functions  are  used.  The  Inventory  model  is  the  MKTKir 
node  1  developed  by  the  RAND  Corporation  now  being  used  in  the  Canadian  Armei 
forces.  The  m,,  measures  studied  are  two  fairly  common  measures;  they  are  the 
baekoreer  rr..e,  *  bich  is  the  expected  number  of  backorders  at  a  random  point  in 

time,  and  the  1  ,>e:  at  Iona  I  rife,  which  is  the  probability  of  no  backorders  at  a 

r,in,|-ni  point  i  •  trie.  t>ne  would  expert  to  arrive  at  different  allocations  : 

spares  .according  to  which  measure  is  used  tor  optimization.  However,  it  i  •- 

...  that  :  be  two  optimizations  differ  only  slightly  in  flic-  realized 
i  a  i  !  riM  1  i  t  v  if  rep  I  icements, 

.  ,  Ii  n  a  i  ,•  Approach  Modelling  Stochastic  headtimr  ill  stri  Hid  in  ■ 
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:!  i'KA'  .  •  is  paper  S'-nts  some  toebn  t  »;e»*n  ’or  ?  lie  realistic  t  mat  roc  i 

•  o  .  -.'hast  i  a  'eadtime  demands  in  Inventory  models.  First,  we  suggest  the  m  •  ■ 
•  i  r«t.  f  nir  moments  to  describe  the  diversified  distribution  forms  of  the 
■  ■  i  ’  t  ( uid  I  be  <l.>  i  1  y  demands  ;  and  formulae  for  deriving  a  ie.adtimc  demand'. 

-t  *  uur  ••  re  its  are  presented.  b'ext  ,  wc  demonst  rate  the  use  of  loadtinc 
ecvoe  a  first  fane  moments  in  conjunction  with  the  Johnson  et  .  al.  ’s  tables  to 
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iictrii'ut  i  o :  i .  !!,<•  computational  advantages  of  using  f  he  fitted  Sc  lime  i  so  r 

5 *»■» <i r  s.-ii  curve',  iu  solving  inventory  models  are  then  illustrated. 
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Conference  on  Modelling  and  Siraulat  ion. 

10.  TURK:  Materiels  Management  and  the  Bottom  Line 
PERFORMING  ORGANIZATION:  Journal  of  Systems  Management 
DATE  i  UbL’iSI'RD.  Apr!',  i  931 

ABSTRACT:  Ma • oriels  management  means  many  things  to  ditl erent  companies; 

hut  all  agree  h  ,t  is  is  an  organizat ioual  agr  eement  concerned  with  the 
planning,  scheduling,  purchasing,  and  controlling  of  materiels  for  the 
organization.  Far -ha  sir.;  of  materiels  includes  the  selection  of  acceptable 
suppliers  and  the  timely  delivery  of  materiels.  inventory  control  is  a  large 

р. irf  of  t  -  an  r.  y t'ent  r.peraf.  ton ,  including  materiels  cost  control 

and  cost  rm'iK. ;  :  on  t.echn  icons .  Tan  management  will  help  achieve  an  efficient 

j:,:e  ioh  maiot-  no.-i;  '  perador.  a  1  ong  with  such  management  science  technques  as 

v.  a  1 i.e  . 

11.  TITLE:  R-  isf  i  -s  'tempers  Need  t'o  Consider  Operational  Readiness  in 

‘Li  ting  Safely  Level  Stocks 

PERFORM! MS  ORGANIZATION:  S.S.  Genera !  Accounting  Office  (0A0) 

DATE  PUBLISH*!);  10  August  I  98 i 

ABSTRACT :  ‘-hint .lining  a  safety  level  of  stock  on  hand  is  a  form  of 

insurance  against  unexpected  demands  or  delays  in  delivery.  However,  the 

methods  used  ]■•••.  r  erm  in  lag  saieiy  le/els  do  not  consider  whether  the  items 
arc  essentia  m.v  out  a  military  mission. 

'  ■  a  ,  i ■  •  i:>'  nt  act  !  v  : :  i  im,  •  case  their  effect  ivenoss  by  ensuring  that, 
*  i  t  r,  :  n  n  u  y  const  ra  inis  ,  ‘  uff  *•:  lent  safety  levels  of  low-cost ,  high-demand 

>,  ,  ,  :  .  ’  ■  .:•«•.  .  v.um-j .  Hovcwr ,  then.  items  are  :  .  ?  act  vtisar  i  1  y 

’  a  needed  to  1 1 a  h!gi.  level  of  readiness. 

-  •  G.V  i  ■,  .  ...  •  ifi  a,  readiness  should  he  the  prime  objective  of 

;  r  n*  c  • ,  it  responsible  for  maintaining  a  re  -id  v  force, 

с. d  m.sKe:.  i  number  ot  r er .vvv.enc a t  Ions  aimed  at  making  this  ob  ject  ive  the 

giudine.  :  u  the  rcnul  I'r  in.  at  s  ’  •  ••  .mi  i  na  t  Ion  p<  no  ess  . 

IP.  TIT!  'n?y  Aviation  Mod  |  Heat  im  Problem 

PERFORM I  N  ,  OKuANIZATION:  U.  S.  Army  Logistics  Management  Center 

MATE  Pi'.BRj.  (in;.  M  i  veil  I  1  Jf> 

*-'ACr  The  bar  k  I  «>.;  »>•'  •  •;  i  1  •'  :  rhi  :  i.  .it  •  i.  ••  n  .  'u  :  •;  MvOs  )  hap 
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i  ac  ■  -p’obio  i  eve !  .  i  tit  Army  cuis  r.  develop  a  program  t>;  i  educ-  loir,  bark  i  ■ 

.  u-.i  :>rovent  l  -it  ur  hack !  o;!'  f  roia  develop!  ng  .  Tie  purpose  of  this  paper  is  to: 

identify  •  b  '  o.-.uses  of  the  current  MWO  backlog:  (2 )  examine  the  cm  •  ■•••t 
programs  ues  i no:  to  •* :  i  cv  i.'.t  e  the  ha<  k  log:  an-!  (  1)  analyze  these  pr  Mtrains  . 

1  i'l  For. :  i-’ii  oi  Tork  Control  Operations,  U.S.  Army  Tank  -An  loro  t  i  ye 

M.i:  --r  lei  Real  loess  Command ,  Warren ,  Michigan  -  Report  of  Audit 

PKRFORMlMu  'R<  AMI  RATION:  I’.S.  Army  Audit  Agency 

ihYV'r.  PUMA  i'rocr'her  14/R 

'  "'■fit  \c T  Tl>.-.  r.S.  Armv  Audit  Agency  made  an  audit  of  stock  emit  r  > 

-  •  <•  i  '-u;  it  .  ’’  '■  A  T.,.  ,*.-„>!*  -Automat  Lve  Mat  oriel  Readiness  dorm and  (TANAS”; 

•  «  -  i tea  '-apply  act  i  on.s  v’c  re  processed  proper  i  y . 

t  s  ::  v  ovc-  •  d  •  |  no  ,  materiel  du»  in,  backorders  ,  arid  st  • 

!\  .tribe  •  •  a-  1  i  «  yc  •  rr-idc  during  the  period  >f  April  to  uovcniber  1  {>  7  F  . 

A.  TJ  •  '  •’  t  -  '-epplv  0fr  Ice  f  ' ' ' ' )  ,  r’>-  !  phi.  ,  :'rnr.s-/l  van;  a 

f  "f;;1:  V!:.  f  !  0:N  :  i  Ar.di*  cr'i'n 

PAT’-:  .  i  SHI\!) :  duly  1977 

•\FJStkA  A  '.hi  and  i  ..  ov.)  j  traced  the  accuracy  r- i  ,  ••nd  or  u  ehur  es  xc  Iat  i  i  ... 
,  data  ■  a-.  .  ’  i  u  t  ho  AAO  material  due  jn/duo  out  tile.  The  review 

I'.-iUr  rod  c  r  i ;  a  t  l  j  y  on  procurement  and  disposal  information  which  comprised 
nN'nt  /f'  -  .-re  -a;  of  the  data  recorded  in  the  system. 

>  '•  .  Pi  r:,r' ’  its  :M  Supply  Office  (ARP),  (  1  ide  I  ah  i  a  ,  r  ruins  v  i  v  in  i  a  -  'MpiS 

Sana  gemenf 

i  "KFV- KM! OiS  SAN  i  T  A  v  I r  :  Naval  Audit  !'.e  •••!«. 
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PERFORMIN''.  -.ikCA.xi/.A  i- I  ON:  Nava  !  A;*  1  ■  t  Service 
!)\lf  May  ' 

APf«  TRACT :  Hie  ah  ie.'t  i  ve  ol  this  audit  was  to  appraise  the  ASO's 

j  jrforaanre  in  pi  occ»siim  rnq.ii  st  t  ion  follow-up  and  referral  rdcr  bounre-bac1' 
a-  -m  s  .  Ma  ,  r  -mphasts  wn;>  p;  ru  c-d  on  reviewing  and  requisition  processing 
-i ,  ,.:u  ■  ■;  r  o  dei  i  .mine  !  f  .  f  _•  i  i .» 1  n  Jers  were  processed  within  allowable  time 
,  t !  ti  in,  e-b.t k  i  ue.  v-i  i  reasons b  1  e  . 

Me  ■  <  s  mi  :•  i  ,.t  ie,  I  Vo  !’  ipli  : :  inventory  Model  with  an  Arbitrary 
-  or  1.0 i'.rlir  1  .:i  Activities 

pv-ri.  .  :,v  \'. ;  :<ATi  di.’ :  Na  c  i !  Post  graduat  e  School 

•).\M  :-o;tj  I  g  .  .  ,,  :  <*?f, 

A  a.'-  I  U.U.  .  . .  no :  i-  'mant  it;-  (liviM  mod  .  is  extended  to  a 

•  e  r .  -m  inter  i  .  .*••  <_  i  •»»  modi  i  vies  an  arbit*.  ary  number  .•>  •  Iviri  on  the 

-  i  _■  1  : ...  v  if  ;ut  trie  nn  ■  .1  e  1  are  developed  usuw:  mi  n  i  ,t  i  ?  a  t  Lor  cf 

•  ,  ■  i vt-  ray,'.  <  .-.p  ...b  *i  (  •  iv.. .  A  no-  at oc knots -a  I lowed  ease  i  j  exam*  nod  and 

i  ■K’ t  hod  j  nr  i  t  1  ■  r  .-  ;  .  ji  liV.-jl  sol  iii  ion  is  developed  A  oai  Korotis  allowed 

ri.d  pi  i  .s  a.  ;  '  .•  ;>.)•  •'  I  1  '  v  s' 1  ved  here  !  •>  general.  A  full  solo:  ion  I 

pi  .-son?  ed  '•■>,  -i  iv--  -  .drtco  ;  nog,.  of  i'--..-r  <■(•(.  olon  pa  ram  e'er  •  •.->  ’  ips  Kxamp]  s 

[  j  j  •[..  ...  i  ;  d  i  ■  e.  we  y  i  '.V;i  .'■•id  Solved  The  -•<>  l  .<  t  i  on  I  I  cm  this 

vude !  ;t  e  rod  >  ,j  t!i.  derived  assuming  the  activities  operate  wholly 

im'.vpeu  Lent  i  v  ‘  >'.r*  1  f  i  cant  potential  redui  t  ton  in  variable  time-  average  cost 
through  i b,  mm-  .I  ibis  model  is  demonstrated. 

1 9.  i'lT'l.K :  ;>i  r.-.  '  Support  System  (I1SS),  XVI 1 1  Airborne  Corps  and  Fort  Bragg, 

\i.  '  i  ‘  .ill  ii-i 

PFHKORt-Soi.  rfieib’i. i'i'TN:  V .  .  At  my  Audit  Agency 
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:  ;  t.-.ia  com  i  up.  ?■•••  of  repair.  The  ,na  f  n  result  shows  that  two  published 
appro  robes ,  it:'1  •  rausportat  ion  *  5  Tie  look  ahead  policy  and  MKTR1C,  are  optl"’"iJ. 
when  the  numb*5 r  of  users  pots  large .  A  "-;er.i!  hv-prod net  of  the  proof  is  ;< 
lower  bound  ,>.•  »  •!••  ■>'’  rape  backorder  rot  °  for  a  repair- 1  nventory  sy-t  oir.  of  any 

S  i  7.0  . 

.'I.  mil;:  Computation  of  Constrained  Optimum  Quantities  and  Reorder  Points 
f-  Time-Weighted  Backorder  Penalties 

>  KRi'ORKI  N:  KOAN  iZATlON:  Naval  Research  i.ogi  sties  (Quarterly 

DA  i  K  PUHi.iSHKD:  December  1977 

'■he  niTpi'i!1  of  this  paper  «md  the  accompanying  tables  is  ; 
hr  -at.-  mil'  inn  ot  constrained  .  pt  itrntai  order  quantities  and  roord-  ; 

•  i  !  •:  ven  t  or  v  ''op!  rid  system  where  r|v_  or  iter  Ion  of  opt  i  tael  It  y  is  f  he 

■■■•  (  i  uvutory  bolding,  order*  o;>  .  and  t.  i  me  --we  i  e.h !  e  d 

;  i  he  ♦  a  hi  os  provided  in  the  paper  a  i  low  ‘lie  Ident  ' :  i  ctjstfi  on  v'' 
*  i  -i<  ■;hen  ,  f- 1 r  quant  1 1  its  uid/or  reorder  points  are-  n.  ri>.  .  >d 
;  •  h  do  not  inclod  ■’  <vrt  rn  '  ned  opt  f  m -a  i  solution. 

■  f t  s  >>f  Baekor.it  i  Release  Policies  on  Distribution 
hi  ii"  ■'  ivi  ivsp  and  Cust  omer  Wa i  t 

i  ■;  V,  !'t  iRM  i  \’t;  I'i.'hV,  i  /.A  1  '  t  v. :  t  .  f..  Army  logistics  Management  Center 

rr  n'TiT  T  i’-HI'D :  October  1978 

:  KAC  i  :  his  report  determines  when  it  is  advantageous  to  hold  stock 

•>n.!  r  ;  -I  cjmpl  ■  met  hod  to  determine  how  long  :  o  hold  stock  before 

r  r  1  on  <■ ;  ug  V.n  -orders  t  <>  the  customers  of  the  out  -  of -stock  depots. 

.  1 .  •;  1  H  ;  •  •  i  '•  -a"  i  i  a  t  I  on  o»  *  h*v  United  States  Air  r'o’vp  (t),  R )  f’o  I  ic  io«  for 

'•  i i ....  ■ '  ">  •  «p  inventories 

•  ’  •’  -  !■•..  Air  Fo»  "e  Rus  i  ness  Re  sea  r(-  a  Management  Center 

.  . .  •  •  .  ■  -■  r  t  .•  .  •  ....  :  *  •:  •  >.  put  or  imulat  i  on 

r  t  wii  f (  -iTfi  -.red  •  he  .  p.  rating  performance  of  he  ;'SAK  cut  rent  poi:ey 

or  r-.n..’,-.  i  eg  e>:  .  -  invsn.f  or  ten  of  ucm  ■  n  ;  i  r.M<  s  p  .  r  .  •  with  the  operatin'’ 
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AiJST't.Ai  ::  i'he  airrcu:  drilled  r>t  <;t<  *.  Air  Force  ip),  K  >  pci  icy  for  managing 

ile  pot -Host-  ir.vctu  <•:  >  e  .  i  o  •  aonrepa i t able  si  paces  if.  ex-un  ineu  and  compared  with 

i  .  r  :c  ait  motive  yi:  ii.n-s  via  computer  simulation.  Two  questions  arc 

examined  K  i  rat  ,  is  it  possible  *  o  formulate  an  alternative  policy  which  has 
l  s  ime  desirable  properties  oi  cu.  :  cm  Air  Force  policy  (ease  of  computation 

.,nd  iniplepn  ntai  ion)  but  which  is  somewhat  closer  lo  optimal  t  r<  .n  a  cost  and/or 

ha,- !  order  -,icrr  •*’na>*-ci  si  .m1  ;>  i  ni  ?  .-' -n.J .  « «  it  possible  o  formulate  an 

native  no  1  lev  which  ha;  no  :  .1  me  desirable  pro  port  tea  <>1  current 
...  l  .  f  c‘>  ■  -u*  in  l  t  y  1  ii.se  r  to  <>p*  t -t-.a  i  •  1  ..  n.  ..  o..-i  and/or 

r  .  •  ..dec  pei  i'..:  .;:«.<•«  --.a.nt.---- »>  i  -iti  1 1  am  live  .laswivs  to  b'-i'i  'p.ie.nt  tons  arc 

>  ;  ;  .  -;tr.  tut..eu  ce  «  very  s.'.ui  ’•  ui.whc :  of  items  examined  for  appre  cirna  te  1  y 

1,2  '  it is-veara • 

. '  .  TITLF. :  Ex  pc;.-  •  ed  lumber  of  back  orders  with  control  i.evci  - 

FFR.’ IK.'U;.'1  2.  -  *  cM  r;b  :  Mac/  Fu-cl  li-.m  if  l  bnipoii  <<•  fu.o 

JATP.  FT  lb..  •;  M j y  '  1 

A  PF  n-’  ;  !  1  c  ;,i  cr  >!.  .i-iCjii  th-.  equal  tend  ?-.*  r  'he  exp-.u  •  ed  number  of 

back,  rders  ;■  i  ;.«•••.  ■  i  .,1  .  •  •.  t  .„.ip  •.  ?  PC }  1  r  an  ?  nr,  .1  tor-;  s>'at  U't  with  ••  ont'oi 

Os  .inn  :  >  s  :  h-..  s.,  •  ;|  Uit  ions  i  u  closed  toir-i  tor  the  geometric 

dirt  fifcutloi..  '•••  ,.rc,  i  1  fur  the;  develop.-;  equations  for  control 

levels  baser  u,  on  relative  in.j  01  ta.tO  e  of  each  H’G. 


1'  1  fl.fi:  An  Kxrcria  unt  :  1  Kxatni  nut  Ion  or.  Nonstationary  Behavior  In  Simulated 
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ABSTRACT :  This  is  the  final  report  for  the  U.S.  Army  Inventory  rtes'vr 

01  l  ire  study,  "Measurement  and  Implications  of  PLT  Variability, "  (Pro 
119).  it  describes  impirical  work  on  methods  ot  forecasting  PLTs  tor  seconder . 
item;.  The  forecast  and  measure  of  its  variability  are  to  be  used  in  the  I 
KOQ  modulo  of  the  CCSS.  A  h-year  data  base  of  the  procurement,  history  Ih.r 
avfat  ion  comp. or  nrs  was  compiled  and  utilized  in  simulations  of  the  candidal- 
forecast  methu  .  A  method  was  selected  on  the  basis  of  smallest  aggregate 
*'or«’cast  error.  -\  lest  of  this  method  suggests  a  significant  improvement  • 

i  IH*  :.  resent  ly  u--ed  forecast  method. 
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AiiSTP.At.i  :  T1m>  purp'-.e  of  this  s t in! y  was  to  investigate  the  current  met  5  eu 
;  i  leidtime  forecasting  arid  t>>  recommend  improvements  to  the  requirements 
1 1  ■  i  ;  in  i  ia'  i  •  ,>  p'  oce-'- s  . 

’!  I TLF. :  Procurement  head  time,  U3AFC0M  Stock  Fund  Materiel 
PKRFOKM I  N't.  ORGANIZATION:  U.S.  Army  Mectr-nics  Command  (USAF.COM) 

DAT!-;  PT'IU.J  . H KI'  :  January  1965 

vii.NTKAGT:  this  study  determined  whether  or  not  with.  IISAF.COM  >->.i  ess ,  .  ■ 

pri-i  nrement  lead  time  ror  stock  fund  items  contributed  to  backorders  or  .leprae 
;upnlv  of t ec t t veness  ind  if  operational  improvements  could  be  effected  in  ' 
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:u:  RF-.  >i<M ! ,  OkCA'Jii.A  r'N:  Toglstios  Management  institute  (TMlI 
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ABSTRACT:  This  task  was  to  conduct  a  time-oriented  procedures  .a-aKsin 

each  step  In  the  procurement  process  associated  with  complex  items  in  »  ..<• 
Bur. -an  of  Ships  and  the  Bureau  of  Naval  Weapons.  The  total  span  of  activities 
•  r, braced  in  i;  t;  i  s  ‘-lady  range-  from  the  first  efforts  to  draft  a  ptocureme-'i 
r  c  quest  until  a  .definitive  contract  has  been  signed  by  the  Government  . 
'">>ncl  unions  and  recommendations  that  effect  a  predictable  reduction  in 
-  oi'i-ur-f,'  -.endt'me  .re  reported.  Also,  other  recommendations  arc  made  that 
a.-vee  an  impact  on  procurement  leadtime  but  cannot  be  readily  measured. 

V !  ’  l.l . :  Reducing  i,.  .ultimo  Through  Improved  Technological  Forecast  ing: 

dome  Specific  Suggestions  for  More  Usefully  Formulated  Projections 
of  Techno  log  i  I  Availability,  by  David  Novi  ok  and  Frederick  S. 
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APPENDIX  H 
S tudy  Plan 


Seasonal  lo r e casting 


].  PURPOSE:  Develop  an  up-to-date  seasonal  forecasting  technique  for  DLA's 

subsistence  items  that  can  be  extended  for  all  RAMMS  secondary  itenis. 

II,  BACKGROUND: 


Forecasting  for  inventory  decisions  in  DoD  operates  under  PoPl 
4140. IP,  "pron,  recent  Cycles  and  Safety  Levels  of  Supply  for  Secondary  Items," 
(F.nc  1  osur <■  2)  VI;  "In  order  to  develop  levels  and  economic  order  quantities, 
it  will  be  nec-ssary  to  determine  expected  requisition  size  and  to  estimate  f!v 
mean  leant i  ,ne  demand  and  the  variance  of  leadtime  demand." 

it.  P’.A  i,K  has  been  charged  with  developing  an  automated  system  for 
managing  the  subsistence  commodity,  to  include  provisions  for  handling  th* •• 
ili  v'c  ! ■■.ibcoirmod  1  i  *  es  ,  perishables,  nonperishables  ,  and  commissary  '  t  <•'!;:■  . 

:>  f  it  !.  ■;  »•  hu  t  i  •  fo*  coasting  technique.  used  in  SAMMS  (doubi>  exponent  m 

..  f !'  :  tig)  m.i.  t  ;  ;  c  of  the  air  unu  i.iay  not  ha  ad  ie  seasonal  it  ••ms 

td equat ely .  Therefore,  they  requested  DLA-LO  to  discover  what  forecasting 

technlq  te  should  be  used  for  subsistence  seasonal  Items. 

T  i  1  .  This  st  udy  will  give  recognition  to  the  central  role  of  cxplora- 

t,.rv  da ! a  analysis,  including  the  newer  computerized  techniques  from  discrimi¬ 
nant  an  i  •  y,is ,  in  otdet  to  achieve  greater  precision.  All  perspectives  of 

.  ■  ■  •"  i  ;•••  !••'  eras!  :  n;»  will  he  examined:  the  entire  past  history  of  the  series; 

the  »  uf  I  «•>!«•?  new  and  the  effect  of  exogenous  variables.  No 

r>'«t  ri  ct  ion  will  be  made  on  nonlinear  models,  adaptive  or  multi-variate 
•vet  hod ,  ’>r  the  exercise  of  judgemental  factors. 

1  v  .  .  i ;  iv.  s  1  rah)  e  characterise  ics  include:  general  i  tv  (number  ef 

■  '  1  ■  ■•••  r>--  •  •  of  :  im  set  e  -  that  can  be  handled);  opt  hr.  a  l  ity  (  fo  J  1  use  > 

.  '  :  -  :  aval  l  bifl  s  1  mpi  i  c  i  t  v  (ease  of  use  by  nonexperts';  •'  1  cv  :  b  i  I  i  t  y 

i  cn  '  changes  •  n  system) ;  reliability  ( robust  ness  raid  coerv 

•  -  .••'  ;  !ef,,  limit-.  ' ;  •  erl  f  *ah:.  1  *  ry  (self-veri  f  icat  lor,  and  cent  *ol  ■: 

:  .i  .i  •  ?  <  e-mini  tvc.  i  on  oi  t”Si;  It  s) ;  object  iv  i  t  v  (  correspondence  u 

•  cis  •*  •  r>re.-e  st  i  ng  : ;  sequent  ial  1  vy  l  proper  stages  for  t  a  ch 
e  is'  } ;  nd  pa  :  -ji  mory  (few  parameters  to  ca  l.v.i !  at  c)  .  The  stages 
! .  ■  •  .  i ;  •  - 1 .  ,?i  dec  .  si  on  making  system;  develop  conceptual  model  describing, 

mochuiii  :;m  i  o’  1  uenc  i  r>»  .  o  recast  r;  del  Ine  data  available  and  not  nva  i  la  hi  c; 

■V-v-Top  v-'h-i:  for  genet. it  I  eg  forecast;  conduct  experiments  to  assess  run  ;v 
c  o  ,  •  •■;  i  s  ;•  )<  ■  ■' em-g  >♦  s  .  re  to  be  !  ncorporn !  ed  !  lit  ■:  f  env.'iSt  -  : 

■,■■■■■  i  ■;  i  •  •  .  mv  c  nr  "  i  !  s .  ret  r  -gutter  t  (•.•«•:  .•  .  r  i  .  •  i  i  venes  r  . 
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i-  f  1  I  be  -  • 

‘  o  rt  ■  i  •  ->r. . 


•  )  •  a  ■  ■  ..I  j  f  •  h, 

.  .  I  ■•!■  1  ■  •  •  1  -  flu-  ;  t  ,.  •  c  '  t 

•'.■  o'  -  r.p  .  f’t  r  1  i m  .  vt  v  ’  s.  :  .  i 

v  i » i  c :  or  ,noiysis.  op:  imut:.  criteria  will  be  i  I  er:.u  :u\:  b. 

••  o  -  >  ,u  •  V  ■  •- 1  a c  ••  ?  a t  i  ci  -■ .,  ...  -  ■  •  ;  r  ‘  ■ 

a!o  pt  a  i  i  on1  of  expt'uent  la  1  smoothing  ,  include  .hi/g  ;  cock 
*im<:  permits,  concom.i' ;  tant  attention  will  be  given 
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